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NOMINATIONS  OF  SHIRLEY  SEARS  CHATER 
AND  HERBERT  L.  CHABOT 


WEDNESDAY,  SEPTEMBER  29,  1993 

U.S.  Senate, 
Committee  on  Finance, 

Washington,  DC. 

The  hearing  was  convened,  pursuant  to  notice,  at  10:04  a.m.,  in 
room  SD-215,  Dirksen  Senate  Office  Building,  Hon.  Daniel  Patrick 
Moynihan  (chairman  of  the  committee)  presiding. 

Also  present:  Senators  Daschle,  Breaux,  Roth,  Chafee,  Duren- 
berger,  and  Grassley. 

[The  press  release  announcing  the  hearing  follows:] 

[Press  Release  No.  H-36,  September  28,  1993] 

Finance  Committee  to  Consider  Nominee  to  Head  Social  Security  and 
NomNEE  To  Be  a  Judge  of  the  U.S.  Tax  Court 

Washington,  DC — Senator  Daniel  Patrick  Moynihan  (D-NY),  Chairman  of  the 
Senate  Committee  on  Finance,  announced  today  that  the  Committee  will  conduct  a 
hearing  on  the  following  Presidential  nominees: 

Dr.  Shirley  Sears  Chater,  nominated  to  be  Commissioner  of  the  Social  Security 
Administration,  Department  of  Health  and  Human  Services;  and 
The  Honorable  Herbert  L.  Chabot,  nominated  to  be  a  judge  of  the  U.S.  Tax  Court. 

The  hearing  will  begin  at  lO.OO  a.m.  on  Wednesday,  September  29  in  room  SD- 
215,  Dirksen  Senate  Office  Building. 

OPENING  STATEMENT  OF  HON.  DANIEL  PATRICK  MOYNIHAN, 
A  U.S.  SENATOR  FROM  NEW  YORK,  CHAIRMAN,  COMMITTEE 

ON  FINANCE 

The  Chairman.  A  very  good  morning  to  our  distinguished  wit- 
nesses and  their  guests,  members  of  the  committee.  We  are  here 
for  the  regular  meeting  on  the  Committee  of  Finance,  which  meets 
to  hear  the  nominations  we  have  received  from  the  President  of  the 
United  States  for  the  Office  of  the  Commissioner  of  Social  Security, 
Dr.  Shirley  Sears  Chater;  and  Hon.  Herbert  L.  Chabot,  to  a  second 
15-year  term  as  a  judge  of  the  U.S.  Tax  Court,  an  Article  I  court, 
which  in  this  case  the  Finance  Committee  has  jurisdiction. 

Two  of  our  esteemed  colleagues  from  the  House  of  Representa- 
tives have  come  here  and  would  like  to  introduce  Dr.  Chater.  I  am 
sure  that  Senator  Grassley  and  Senator  Roth  would  want  to  let 
them  speak  because  I  know  that  Mr.  Pickle,  in  particular,  has  to 
be  back  at  the  House  for  an  important  markup. 

So  we  are  saying  good  morning  to  you  all,  Mr.  Pickle,  Mr. 
Sarpalius. 

Mr.  Pickle,  would  you  proceed,  sir? 

(1) 


[The  balance  of  Senator  Moynihan's  opening  statement  appears 
on  page  7.] 

STATEMENT  OF  HON.  J.J.  PICKLE,  A  U.S.  REPRESENTATIVE 

FROM  TEXAS 

Representative  Pickle.  I  thank  you,  Mr.  Chairman.  I  am  pleased 
to  endorse  the  nomination  of  Dr.  Chater  as  the  new  Socisd  Security 
Commissioner.  I  have  been  in  this  House  now  for  a  few  years  and 
I  have  tried  to  keep  a  close  eye  on  the  Social  Security. 

The  Chairman  gind  I  worked  together  very  closely  in  1983  when 
we  passed  the  Social  Security  Reform  bill.  Over  the  years  I  have 
tried  to  keep  in  touch  with  that  organization  because  it  is  terribly 
important  to  our  country. 

I  think  then  with  some  experience,  I  know  a  good  Commissioner 
when  I  see  one.  I  think  she  not  only  has  a  possibility  of  being  a 
good  one,  but  a  great  one.  So  I  am  pleased  to  be  here  and  to  en- 
dorse her  nomination. 

I  think  it  is  importamt — let  me  make  one  observation  about  the 
program.  This  next  year  or  two  is  going  to  be  tremendously  impor- 
tant for  the  Social  Security  program,  because  the  incoming  disabil- 
ity claims  continue  to  rise  significantly  each  year.  They  are  upward 
of  $1  million.  It  is  an  embarrassment  for  our  country.  We  have  to 
do  something  about  it. 

The  number  of  retirees  entering  the  Social  Security  system,  the 
"babyboomers"  will  be  coming  on  line  in  short  time.  Really  by  2015 
if  something  is  not  done,  we  have  an  enormous  problem  on  our 
hand. 

So  handling  these  kind  of  cases,  as  well  as  just  the  administra- 
tion of  the  growing  cost  of  Social  Security  is  tremendously  impor- 
tant to  our  country.  So  we  need  somebody  who  is  a  good  adminis- 
trator. 

Dr.  Chater  has  got  that  experiience  as  President  of  Texas  Wom- 
an's University  in  Denton,  with  her  degrees  in  some  of  the  major 
universities  and  colleges  throughout  the  country.  Recently  she  has 
been  appointed  by  Governor  Ajin  Richards  to  be  the  Chairman  of 
the  Health  Task  Force  for  the  State  of  Texas,  making  recommenda- 
tions to  the  entire  legislation  about  what  our  State  does  in  the  field 
of  health  difficulties. 

So  she  has  abihty  and  she  has  a  proven  record  of  being  a  top  ad- 
ministrator. I  do  not  know  how  you  would  describe  her,  Mr.  Chair- 
man, but  I  would  say  she  is  a  combination  between  Governor  Ann 
Richards  and  Hillary  Rodham  Clinton.  [Laughter,] 

She  has  a  lot  of  ability  and  she  knows  how  to  express  herself. 
She  gets  to  the  point  and  knows  how  to  administer  a  program  this 
size.  Social  Security  is  tremendously  important  to  this  country  and 
I  think  we  have  an  usually  capable  administrator  that  has  been 
nominated.  I  heartedly  endorse  her  nomination. 

I  theoik  you,  Mr.  Chairman. 

The  Chairman.  Very  generous  of  you,  sir.  And  no  one  is  more  fa- 
miliar with  this  program  in  either  body  than  I  think  you  are,  Jake 
Pickle,  and  you  know  the  way,  the  respect  with  which  your  views 
are  heard  and  attended  to  in  this  body. 

The  idea  of  someone  a  combination  of  Governor  Richards  and 
Mrs.  Clinton  is  a  Uttle  intimidating.  [Laughter.] 


But  then  it  would  be  a  new  experienced.  [Laughter.] 
Mr.  Sarpalius,  good  morning,  sir.  It  is  very  generous  of  you  to  be 
here. 

STATEMENT  OF  HON.  BILL  SARPALIUS,  A  U.S. 
REPRESENTATIVE  FROM  TEXAS 

Representative  Sarpalius.  Thank  you,  Mr.  Chairman.  It  is  an 
honor  to  be  here  before  your  committee;  and  especially  it  is  a  tre- 
mendous honor  to  introduce  to  you  one  of  my  constituents. 

Dr.  Chater,  as  Congressman  Pickle  has  mentioned  is  Chairman 
of  Texas  Woman's  University,  which  is  located  within  my  District. 
I  could  sit  here  this  morning  and  talk  for  hours  about  how  impres- 
sive her  resume  is  and  her  accomplishments,  but  you  have  those 
accomplishments  and  that  resume  in  front  of  you. 

I  would  like  to  speak  for  a  minute  as  to  her  contribution  to  the 
community  that  goes  beyond  just  serving  as  President  of  that  Uni- 
versity. She  has  given  of  herself.  For  an  example,  in  the  city  of  the 
Denton  our  hospital  closed.  She  had  the  wisdom  to  see  a  tremen- 
dous need  there  and  put  together  support  within  the  community  by 
getting  grants  from  the  Federal  Government,  from  the  State  and 
raising  money  and  doing  the  work  herself  to  set  up  the  TWU  Cares 
Clinic,  which  provides  a  service  there  for  many  people  locally. 

As  Jake  mentioned,  she  also  served  as  Chairman  of  the  Gov- 
ernor's Task  Force  on  Health  Care.  At  the  University  there,  a  large 
percentage  of  the  students  are,  I  guess  you  would  say,  single  moth- 
ers who  wanted  to  improve  their  quality  of  education,  but  there 
was  a  need  for  day  care  for  those  children. 

She  had  the  wisdom  of  putting  together  day  care  facilities  there 
to  try  to  help  these  women  improve  their  quality  of  education  and 
obtsiin  degrees. 

Mr.  Chairman,  I  have  always  believed  that  when  the  day  comes 
for  us  to  stand  before  the  good  Lord,  and  when  he  judges  us,  I  do 
not  think  he  is  going  to  ask  us  how  high  an  office  did  we  hold  or 
how  fancy  a  car  did  we  drive  or  how  big  a  house  did  we  Uve  in  or 
how  much  money  did  we  make.  I  think  he  is  going  to  basically  ask 
us  two  questions.  One  would  be  in  our  lifetime  what  did  we  do  to 
serve  him;  and  the  second  would  be  in  our  lifetime  what  did  we  do 
to  serve  other  people. 

Dr.  Chater  is  a  model  and  is  an  example  of  what  service  really 
is.  She  has  given  beyond  what  her  job  is.  She  has  a  big  heart.  She 
cares  about  people.  And  with  those  qualifications,  and  with  the  love 
within  her  heart  for  people,  I  can  see  nobody  that  could  do  a  more 
outstanding  and  caring  job  as  serving  as  Commissioner  for  Social 
Security  than  Dr.  Chater. 

It  is  my  honor  and  my  privilege  to  be  here  today  and  recommend 
her  before  your  committee;  and  would  hope  that  you  would  approve 
her,  because  there  is  no  question  she  would  do  a  superb  job. 

The  Chairman.  Well,  sir,  we  feel  privileged  to  have  your  very 
personal  right  to  the  point  of  where  people  are  concerned  testimony 
in  this. 

I  know  that  you  two  gentlemen  are  required  to  be  on  the  House 
floor  or  in  committee  meetings.  If  you  would  like  to  be  excused  at 
this  point,  we  would  just  express  our  great  appreciation  for  your 
coming.  I  assure  you,  it  is  going  to  turn  out  all  right. 


Representative  Sarpalius.  Thank  you,  Mr.  Chairman. 

Representative  PiCKLE.  Senator,  I  think  I  am  going  to  stay  just 
to  hear  what  Senator  Gramm  has  to  say. 

The  Chairman.  That  is  always  wise.  [Laughter.] 

That  is  always  wise.  And  Senator  Hutchison  has  just  joined  us, 
too.  A  very  good  morning  to  the  junior  Senator.  I  will  say  welcome. 

Senator  Gramm,  good  morning  to  you,  sir. 

STATEMENT  OF  HON.  PHIL  GRAMM,  A  U.S.  SENATOR  FROM 

TEXAS 

Senator  Gramm.  Mr.  Chairman,  thank  you  for  giving  me  an  op- 
portunity to  be  here.  I  am  very  delighted  to  be  here  with  my  col- 
league, Senator  Hutchison,  and  my  two  dear  colleagues  from  the 
House.  I  am  always  honored  to  do  anything  with  Jake  Pickle.  We 
represent  our  State's  two  great  universities.  And  the  fact  that  we 
work  together  is  a  testament  to  what  can  be  done  in  promoting 
brotherhood  and  world  peace.  [Laughter.] 

So  I  am  always  deUghted  to  be  anywhere  with  the  great  Jake 
Pickle,  a  man  that  I  greatly  admire. 

Mr.  Chairman,  we  have  an  opportunity  to  have  someone  at  the 
Social  Security  Administration  in  Dr.  Shirley  Chater  who  has  an 
outstanding  background  from  the  University  of  Pennsylvania  to  the 
University  of  California  at  Berkeley.  She  has  outstanding  academic 
credentials.  She  has  held  many  responsible  positions  in  research 
firms  and  in  universities. 

She  is  today  President  of  Texas  Woman's  University,  a  university 
that  has  undergone  great  change  under  her  leadership.  It  has  in- 
creased enrollment.  It  has  improved  quality,  and  has  done  it  all  in 
a  period  where  we  have  had  relatively  tight  State  budgets.  She  has 
had  to  make  a  lot  of  tough  decisions.  She  has  had  to  make  very 
real  trade-offs  and  it  seems  to  me  that  through  all  of  that  she  has 
done  an  outstanding  job. 

Any  time  someone  is  supported  by  Democrats  and  Republicsois, 
it  is  some  indication  that  they  are  doing  something  right.  I  think 
that  background  and  that  experience  in  making  tough  choices  with 
limited  resources  is  exactly  the  kind  of  administrative  experience 
we  need  of  those  who  are  going  to  serve  in  the  Federal  Govern- 
ment. 

So  I  am  very  happy  to  be  here  with  my  colleagues  recommending 
that  Dr.  Chater  be  confirmed. 

The  Chairman.  That  is  very  emphatic  and  very  welcome  testi- 
mony. Senator  Gramm,  from  a  distinguished  academician  in  your 
own  right. 

I  want  to  record  that  I  made  a  speech  on  the  Senate  floor  in  the 
case  of  the  great  budget  debate  and  Senator  Gramm  was  in  the  re- 
cesses of  the  Chamber,  Uttle  did  I  know,  listening.  Afterwards 
when  I  got  finished  I  got  a  note  from  him,  the  page  brought  over 
a  note,  it  said,  'Tour  grade.  A;  good  content,  somewhat  wordy." 
[Laughter.] 

Senator  Hutchison,  good  morning.  It  is  very  pleasant  to  have  you 
here.  I  believe  this  will  be  the  first  occac'n  you  have  appeared  be- 
fore the  Finance  Committee  and  you  are  very  welcome. 


STATEMENT  OF  HON.  KAY  BAILEY  HUTCHISON,  A  U.S. 
SENATOR  FROM  TEXAS 

Senator   Hutchison.    Thank   you,   Mr.    Chairman.    I    am   very 

f)leased  to  be  here  and  I  would  Hke  to  note  that  Congressman  Pick- 
e  and  I  are  very  pleased  to  be  involved  in  one  of  the  few  occasions 
where  the  University  of  Texas  will  outnumber  Texas  A&M  on  this 
panel.  We  need  two  to  one  to  make  up  for  our  senior  Senator,  Sen- 
ator Gramm. 

Let  me  say  I  am  very  proud  to  be  here  to  support  Dr.  Shirley 
Chater.  I  have  worked  with  Shirley  for  the  last  7  years.  I  admire 
her  greatly  and  see  her  as  a  role  model  for  the  young  women  in 
our  State.  I  have  known  her  for  many  years  and  have  worked  with 
her  on  many  projects. 

What  she  has  done  at  Texas  Woman's  University  is  phenomenal. 
Not  only  is  she  a  charismatic  leader,  but  she  is  also  a  manager. 
Texas  Woman's  University  was  on  the  chopping  block  by  the  Texas 
legislature  several  years  ago. 

The  Chairman.  I  see. 

Senator  Hutchison.  And  Dr.  Chater  came  in  at  a  time  when  we 
really  could  have  lost  Texas  Woman's  University.  But  she  turned 
it  around;  she  had  management  skills  that  made  it  a  going  oper- 
ation, she  has  increased  enrollment.  She  has  gone  out  into  the  com- 
munity to  see  what  it  is  that  the  women  students  needed  to  be  able 
to  compete  in  a  very  competitive  market. 

Under  her  direction,  Texas  Woman's  University  is  now  offering 
those  courses,  and  is  offering  many  community  outreach  programs 
for  the  women  in  the  community  of  Denton.  So  she  has  a  very  spe- 
cial place  in  my  heart.  And  when  I  heard  that  President  Clinton 
was  considering  her  for  the  Social  Security  Administration,  I  was 
very  pleased;  £uid  when  she  was  nominated,  I  immediately  went  to 
my  colleagues  on  my  side  of  the  aisle  and  said,  this  one  is  a  win- 
ner. She  is  going  to  do  what  is  needed  at  the  Social  Security  Ad- 
ministration. 

That  is,  provide  the  msoiagement  so  that  all  of  the  people  in  this 
country  who  depend  on  Social  Security  will  know  that  it  is  in  good 
hands.  I  have  every  confidence  that  she  will  be  confirmed  and  then 
will  be  responsive  to  those  of  us  in  Congress  as  well  as  to  her  con- 
stituents out  through  America. 

As  you  know,  Mr.  Chairman,  Social  Security  is  an  important  p£u*t 
of  the  retirement  of  so  many  of  our  citizens.  And  having  someone 
at  the  helm  of  that  agency  that  will  assure  that  it  is  well  run  and 
responsive  to  the  people  is  most  important.  I  can  say  with  all  of 
the  knowledge  that  I  nave  of  Dr.  Chater  that  she  is  the  person  to 
lead  this  agency. 

Thank  you  very  much. 

The  Chairman.  Well,  it  could  not  be  more  emphatic  or  unani- 
mous. We  thank  you  all  very  much.  Senators  and  Representatives. 

[Pause. 1 

The  Chairman.  A  very  good  morning.  I  have  to  say  we  have  some 
troubles  on  the  floor  and  we  may  have  a  somewhat  interrupted 
morning.  But  that  is  what  we  do  here. 

I  see  that  Senator  Roth  and  Senator  Grassley  are  here.  I  have 
a  somewhat  lengthy  ojjening  statement,  not  interminable,  but  even 
so,  as  you  may  also  be  required  to  be  on  the  floor,  Senator  Grass- 
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ley,  would  you  like  to  make  some  opening  remarks,  an  opening 
statement? 
Senator  Grassley.  Yes,  please. 

OPENING  STATEMENT  OF  HON.  CHARLES  E.  GRASSLEY,  A  U.S. 

SENATOR  FROM  IOWA 

Senator  GRASSLEY,  Mr.  Chairman,  I  am  very  pleased  to  see  Dr. 
Chater  here.  We  finally  have  a  nominee  for  the  position  of  Social 
Security  Administrator.  As  we  are  reminded  from  a  point  that  the 
Chairman  has  made  repeatedly,  this  position  has  gone  too  long  un- 
filled. So  we  are  glad  to  see  this  step  being  taken  today.  We,  of 
course,  congratulate  you  on  your  nomination. 

Of  course,  the  Social  Security  Administration  is  one  of  our  most 
important  agencies.  It  administers  one  of  the  great  success  stories 
of  our  American  social  policy;  and,  of  course,  it  always  needs  a 
strong  leader  in  that  post.  And  it  seems  universally  conceded  that 
the  nominee  will  bring  to  the  job  very  strong  administrative  and 
management  skills. 

These  skiQs  have  been  developed  as  a  top  administrator  at  a 
large  university.  At  her  last  assignment,  I  was  impressed  with  the 
fact  that  she  led  great  changes  at  the  Texas  Woman's  University. 
I  would  imagine  that  that  displays  great  diplomatic  skills  that  she 
is  going  to  need  as  a  Social  Security  Administrator,  because  to 
make  sweeping  changes  in  a  university,  community  and  within 
State  Government,  you  have  to  be  somewhat  of  a  diplomat.  At  least 
I  find  that  true  in  my  State  of  Iowa. 

Strong  managerial  skills  of  the  kind  that  Dr.  Chater  possess  are 
very  much  needed  at  the  Social  Security  Administration.  I  suppose 
that  if  there  was  any  weakness  in  Dr.  Chater's  preparation  for  the 
job,  it  might  be  a  lack  of  experience  with  the  Social  Security  pro- 
gram. This  is  a  limitation,  but  it  is  obviously  not  a  fatal  one. 

She  would  be  supported  by  very  good  staff.  I  note  that  Larry 
Thompson  is  going  to  be  primary  position  as  Deputy.  He,  of  course, 
is  one  of  the  leading  experts  on  the  Social  Security  program.  So  I 
think  that  that  is  going  to  make  an  outstanding  team. 

So  I  am  looking  forward  to  the  testimony  today,  Mr.  Chairman, 
and  questioning  her.  Thank  you. 

The  Chairman.  Thank  you.  Senator  Grassley. 

[The  prepared  statement  of  Senator  Grassley  appears  in  the  ap- 
pendix.] 

The  Chairman.  Senator  Roth? 

OPENING  STATEMENT  OF  HON.  WILLIAM  V.  ROTH,  JR.,  A  U.S. 

SENATOR  FROM  DELAWARE 

Senator  Roth.  Well,  thank  you,  Mr.  Chairman.  I  too  want  to  wel- 
come you  here.  Dr.  Chater.  We  are  delighted  that  your  name  has 
come  forward.  It  is  pretty  difficult,  Mr.  Chairman,  to  add  anything 
new  after  hearing  these  glowing  accounts  about  this  nominee.  So 
I  welcome  you  here  and  wish  you  well. 

The  Chairman.  Thank  you. 


OPENING  STATEMENT  OF  HON.  DANIEL  PATRICK  MOYNIHAN, 
A  U.S.  SENATOR  FROM  NEW  YORK  [continuing] 

The  Chairman.  Then  I  will  proceed  to  make  just  a  somewhat 
longer  statement,  to  welcome  you,  Dr.  Chater,  to  know  that  we  had 
the  opportunity  to  call  on  most  members  of  the  committee.  We  have 
been  very  pleased  to  see  you  at  long  light. 

Please  know  that  anything  I  have  to  say  at  this  point  is  in  no 
way  to  be  considered  a  reflection  on  your  remarks,  on  your  nomina- 
tion, and  indeed  are  offered  in  the  sense  that  these  are  the  things 
in  my  view  you  are  going  to  have  to  address. 

You  are  going  to  have  to  address  an  agency  in  crisis.  Indeed,  in 
1990  Martha  Derthick  at  the  University  of  Virginia,  who  is,  I 
think,  our  most  experienced  historian  of  the  Socisd  Security  Admin- 
istration (SSA),  published  a  small  book  called  "Agency  Under 
Stress:  The  Social  Security  Administration  in  American  Grovem- 
ment." 

SSA  is  the  oldest  agency  of  the  welfare  state  in  the  Federal  Grov- 
emment,  dating  back  to  1935,  and  was  for  the  longest  while  an  ex- 
ample cited  repeatedly  as  a  model  of  professionalism,  of  pubhc  ad- 
ministration on  the  edge  of  theory  and  practice,  and  of  success. 

That  all  began  to  fade  about  20  years  ago.  There  was  an  event, 
which  was  the  adoption  of  disability  insurance  during  the  Eisen- 
hower administration,  which  put  the  agency  into  the  new  role  of 
judging  health  and  making  assessments  about  degrees  of  incapac- 
ity. It  was  very  different  than  simply  the  arithmetic  of  calculating 
benefits  contributions.  And  the  problems  associated  with  this  role 
has  never  been  resolved. 

There  was  an  important  event  took  place  in  1977,  when  the  So- 
cial Security  amendments  of  that  year  took  us  to  a  partially  funded 
system.  It  was  perhaps  the  irony  of  the  superb  administrative 
record  of  the  previous  30  years,  and  the  extraordinary  persons  in- 
volved, many  who  still  very  much  are  involved,  that  it  was  judged 
that  we  should  take  Social  Security  from  a  pay-as-you-go  system  to 
a  pgirtially  funded  system. 

But  it  was  not  thought  necessary  to  explain  this  charge  to  any- 
body. I  was  a  conferee.  I  signed  the  conference  papers.  I  had  no 
idea  what  we  were  doing.  Within  about  5  years,  I  had  figured  it 
out.  But  we  put  in  place  a  surplus  from  the  year  1977  to  about 
2015.  To  give  you  a  sense  of  the  proportion,  it  would  buy  the  New 
York  Stock  Exchange.  That  big. 

But  we  made  no  provision  for  taking  care  of  it,  for  diverting  it 
in  ways  in  which  it  could  be  said  that  it  would  be  saved.  By  con- 
trast, the  Canadians  use  their  surplus  to  purchase  provincial  bonds 
that  are  used  for  pubhc  works  and  are  paid  back,  making  them  an 
investment  in  a  real  thing  meat  produces  re£d  returns. 

So  the  time  has  come  now  when  the  Social  Security  trust  funds 
are  in  huge  surplus  and  those  surpluses  are  being  used  as  general 
revenues.  As  that  word  began  to  seep  through  society,  distrust  in 
the  system  rose. 

The  evidence  of  the  problem  is  unmistakable.  When  Secretary 
Shalala  came  before  us  September  14,  2  weeks  ago  she  said  we 
have  to  restore  the  public's  waning  confidence  in  the  Social  Secu- 
rity system.  We  have  to  have  renewed  public  confidence.  We  have 
to  rebuild  confidence  in  Social  Security. 
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Secretary  Shalala  said,  "Mr.  Chairman,  we  share  a  common  vi- 
sion— to  restore  the  American  people's  faith  and  confidence  in  the 
Socisd  Security  Administration  and  its  vital  program."  Now,  those 
are  curious  statements.  And,  obviously,  very  huge  statements  com- 
ing from  an  administration  that  has  wadted  a  year  to  fill  this  post. 

We  will  be  reporting  your  nomination  out  very  shortly  now.  But 
the  position  has  been  empty  since  October  1  of  last  year.  And  in- 
stead of  being  one  of  the  first  priorities  of  the  new  administration, 
it  was  one  of  the  last.  The  administration  is  in  the  process  of  pro- 
posing a  vast  new  extension  to  social  insurance;  and  yet,  it  does  so 
on  the  foundation  that  Dr.  Shalala  repeatedly  said  was  "weak  and 
shaky." 

Where  did  that  public  confidence  go?  The  fact  is,  the  majority  of 
non-retired  adults  do  not  believe  they  will  get  Social  Security.  How 
did  that  happen?  It  is  age-skewed.  But  we  heard  testimony  2  weeks 
ago,  as  Senator  Breaux,  who  is  the  distinguished  Chairman  of  our 
Subcommittee  on  Social  Security  will  attest  fi"om  professional  per- 
sons before  us  sa3ring  their  college  educated  children  did  not  believe 
they  would  get  their  Social  Security. 

I  have  a  theory  of  this,  for  what  it  is  worth,  that  the  system  was 
so  well  run  for  so  long  and  had  such  a  good  reputation  that  it  lost 
its  internal  energies.  People  became  so  confident  in  it  that  they  did 
not  know  that  anybody  else  needed  to  know  what  was  going  on. 
They  knew  the  Social  Security  trust  ftinds  were  secure,  so  they  did 
not  bother  the  pubUc  with  that  information. 

So  now,  a  majority  of  the  non-retired  adults  do  not  think  they 
will  get  their  Social  Security.  But  if  you  have  that  much  a  loss  of 
confidence  in  this  basic  institution,  what  can  you  expect?  Why 
should  people  think  they  are  going  to  get  their  health  care  if  they 
do  not  think  they  are  going  to  get  their  Social  Security?  And  a  ma- 
jority of  educated  persons  do  not. 

We  had  two  incidences  of  this.  In  1983,  I  was  trying  to  get  the 
Social  Security  Administration  interested  in  giving  recipients  a 
card  they  could  carry  around  with  a  holograph  on  it,  plastic,  one 
that  would  look  real,  instead  of  the  httle  pasteboard  card,  such  as 
I  got  in  1941,  which  was  just  like  the  1935  original;  and  they  would 
not  do  it.  The  Social  Security  Administration  would  not  do  this. 

I  got  a  bill  passed,  amendment  on  immigration  legislation  so  that 
legal  immigrants  would  have  a  Sociad  Security  card  and  could  show 
it  to  their  employer.  Their  employer  would  know  it  was  genuine 
and  would  say,  yes,  I  see  you  have  it.  You  are  welcome  here. 

The  biU  passed.  A  year  went  by  and  I  asked  for  a  new  Social  Se- 
curity card.  I  got  a  letter  from  the  Commissioner  saying  here  it  is. 
And  in  the  old  Navy  there  was  a  flogging  offense  known  as  dumb 
insolence.  And  if  ever  I  saw  it,  here  it  was.  They  sent  me  the  same 
piece  of  pasteboard,  but  with  invisible  fibers,  instantly  identifiable 
in  an  FBI  lab.  Their  actions  said,  that  will  show  you.  Senator.  You 
think  you  can  change  our  pasteboard. 

I  have  one  here.  Here  it  is.  Our  very  able  reporter,  Carla  Shehan, 
has  had  hers  laminated  so  it  does  not  crumble.  This  one  belongs 
to  Annette  Nielsen.  Here  it  is.  And  they  still  give  out  the  same  old 
card,  even  though  in  recent  years,  the  Social  Security  card  is  as- 
signed, as  I  am  sure  Dr.  Chater's  husband  can  testify,  in  maternity 
wards  now. 
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It  says  here,  "For  Social  Security  and  tax  purposes  and  not  for 
identification."  See,  in  1935  it  was  charged  that  the  Democrats 
were  giving  everybody  identity  cards,  Uke  Adolph  Hitler,  and  so 
they  said  "not  for  identification." 

This  is  now  the  number  on  your  dog  tag  in  the  U.S.  Navy.  You 
can  get  that  thing  on  a  bracelet  in  your  maternity  ward. 

The  other  night  the  President  of  the  United  States  was  display- 
ing the  new  health  card  on  television.  He  should  have  been  flash- 
ing a  Social  Security  card.  I  have  asked  the  administration  again 
and  again.  You  will  have  to  do.  Will  the  health  security  card  num- 
ber be  the  same  as  the  Social  Security  number? 

Because  this  agency  is  disappearing  from  view.  I  once  counted 
the  number  of  names  between  the  Secretary  of  Health  and  Human 
Services,  which  is  becoming  a  Department  of  Health,  and  the  Com- 
missioner of  Social  Security;  and  I  beUeve  there  were  128. 

In  the  mid-1980's  we  began  to  say,  since  people  do  not  beUeve 
they  are  going  to  get  their  Social  Security,  that  a  possible  reason 
for  this  lack  of  confidence  is  that  they  never  hear  from  the  Social 
Security  Administration  about  their  contributions,  or  that  they  are 
insured  for  benefits. 

I  guess  I  entered  the  system  in  1943  and  had  I  not  been  with 
this  committee  for  17  years,  a  half  century'  would  have  gone  by  and 
I  would  never  have  heard  a  word  from  them.  Had  they  spelled  my 
name  right?  Did  they  have  my  addresses?  Had  they  made  any  en- 
tries? 

We  asked  that  an  annual  statement  be  sent  out.  The  largest  ex- 
pense would  be  the  stamp.  And  the  Social  Security  Administration 
did  not  want  to  do  so.  Their  attitude  seemed  to  say  that  it  is  no- 
bodj^s  business  what  our  records  say  about  them.  Their  records  are 
fine.  We  want  all  the  awards  and  they  will  find  out  when  their 
times  comes.  That  is  a  disastrous  attitude. 

We  have  it  in  statute  that  beginning  in  1996,  I  believe,  the  peo- 
ple over  60  will  get  it,  in  1999  everybody.  The  President  would  like 
to  do  it,  but  the  Social  Security  Administration  does  not  want  to. 
And  the  agency  increasingly  is  run  by  the  Office  of  Management 
and  Budget,  principally  for  revenue  purposes. 

In  the  last  Budget  Reconciliation  bill,  we  raised  $29  billion  by 
taking  the  cap  off  health  insurance  benefits,  purely  to  get  revenue. 
An  abomination.  Frguiklin  D.  Roosevelt  would  be  horrified. 

I  hear  our  distinguished  friend.  Senator  Durenberger,  saying  the 
same  thing.  It  bresu^s  completely  the  connection  between  an  earned 
insurance,  contributory  insurance,  and  what  you  pay  for  it.  No  pro- 
test came  from  the  Social  Security  Commissioner,  because  perhaps 
not  altogether  by  chance,  there  was  none.  [Laughter.] 

Then  lastly,  just  to  give  you  an  example  of  how  this  has  caught 
up  with  the  administration,  the  requirement  that  employers  pay 
Social  Security  taxes  on  wages  paid  to  domestic  workers  has  been 
in  place  for  a  long  time.  A  couple  decades  ago  it  should  have  been 
evidence  that  these  payments  were  not  being  made.  Only  about  a 
quarter  of  them  were  being  made. 

At  that  point  the  Social  Security  Commissioner  should  have  said, 
that  is  not  fair.  There  £ire  women,  mostly  low-income  women  work- 
ing day  work,  who  will  not  get  their  Social  Security  benefits  be- 
cause their  employers  were  not  reporting  their  wages.  And  SSA 
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should  have  said  this  is  a  problem  and  we  are  going  to  work  at  it; 
and  we  are  going  to  come  before  the  Committee  on  Finance  and  say 
we  have  a  problem  here. 

These  are  not  lawyers  and  doctors.  These  are  cleaning  women. 
That  is  the  kind  of  person  Francis  Perkins  had  in  mind,  that  when 
they  got  sick  Social  Security  would  be  there  to  care  for  them.  When 
they  got  old  or  became  disabled,  there  would  be  benefits  for  them. 
And  they  were  not  getting  the  benefits  and  nothing  was  done  in  the 
Social  Security  Administration  to  address  the  problem. 

This  administration  came  along  and  one  person  after  another 
who  came  up  for  appointment  has  had  this  problem.  It  began  with 
a  nomination  for  the  Attorney  General  that  had  to  be  withdrawn 
because  the  Social  Security  Administration  was  not  doing  its  job. 

I  have  to  say  for  the  record,  and  you  will  not  mind,  that  you  had 
such  an  experience  as  well.  We  have  a  letter  from  you  explaining 
these  events.  They  were  sometime  ago  and  I  think  as  much  as  you 
have  been  able  to  do,  you  have  retrieved  the  names  and  paid  the 
taxes.  We  will  put  that  in  the  record  and  that  is  behind  us. 

But  what  is  £ihead  of  you  is  to  try  to  ask  yourself,  why  has  this 
once  great  institution  fallen  into  such  decay.  People  do  not  trust  it. 
It  takes  no  initiative.  It  gets  no  respect  from  OMB.  Its  principal  of 
contributory  insurance  can  be  brushed  aside  by  any  Budget  Direc- 
tor who  wants  to  get  the  money.  A  trust  fiind  reserve  surplus  that 
was  to  be  equal  to  the  asset  value  of  the  New  York  Stock  Exchange 
is  being  fi-ittered  away. 

No  effort  has  been  made  to  invest  it  in  any  ways  that  would  give 
it  a  return.  It  was  just  in  Treasury  Bonds  and  the  day  wiU  come 
when  the  babyboomers  retire  and  this  $6  trilUon  in  surplus  will 
have  been  gone.  That  is  the  job  they  have  given  you.  Dr.  Chater. 

I  say  to  you,  as  I  said  earlier,  in  no  way  is  any  of  this  your  doing, 
but  that  is  what  you  have  to  accept;  and  you  have  to  accept  that 
the  job  you  are  going  to  take  over  has  been  vacant  for  a  year.  So 
there  is  lots  to  be  done. 

Now,  I  wonder,  I  see  Senator  Breaux  has  arrived.  Senator 
Breaux,  I  have  to  be  on  the  floor.  I  wonder  if  you  would  be  good 
enough  to  chair  this  meeting  until  I  get  back. 

We  have  heard  our  Senators  from  Texas  Eoid  two  members  fi'om 
the  House.  We  have  made  our  opening  statements.  Dr.  Chater  has 
not  introduced  her  family  which  is  there  and  she  has  an  opening 
statement  and  then  we  will  have  questions. 

Senator  DuRENBERGER.  Mr.  Acting  Chair,  would  you  indulge  me 
for  30  seconds. 

The  Chairman.  Senator  Durenberger  has  not  given  his  state- 
ment. 

Senator  DuRENBERGER.  That  is  quite  all  right,  Mr.  Chairman.  I 
am  sitting  in  on  the  prelude  to  tomorrow's  hearing  over  in  the 
Labor  Committee  and  I  would  like  to  go  back  so  I  am  well  prepared 
for  tomorrow. 

The  Chairman.  Yes. 

Senator  Durenberger.  But  having  met  Dr.  Chater  for  the  first 
time  a  few  days  ago,  and  having  known  you  for  so  much  longer, 
Mr.  Chairman,  your  interest  in  this,  I  just  wanted  to  come  and  add 
my  enthusiastic  endorsement  to  the  President's  endorsement. 
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I  have  a  statement  that  I  will  have  made  part  of  the  record.  But 
for  one,  I  am  very  enthused  by  the  appointment  and  I  know  the 
challenges  we  have  all  articulated.  It  seems  to  me  just  after  a  brief 
acquaintance  that  Dr.  Chater  is  more  than  up  to  the  challenge. 

Thank  you. 

[The  prepared  statement  of  Senator  Durenberger  appe£u-s  in  the 
appendix.] 

Senator  Breaux.  Thank  you  very  much,  Senator. 

Senator  Roth,  you  have  already  made  your  statement? 

Senator  RoTH.  Yes.  Thank  you. 

OPENING  STATEMENT  OF  HON.  JOHN  B.  BREAUX,  A  U.S. 
SENATOR  FROM  LOUISIANA 

Senator  Breaux.  Well,  Dr.  Chater,  just  let  me  add  my  comments. 
We  met  yesterday.  I  was  most  interested  in  the  statement  of  Chair- 
man Moynihan  with  regard  to  the  task  that  you  are  about  to  enter 
into.  It  is  a  monumental  one.  As  I  suggested  yesterday,  and  I 
would  hope  that  you  would  keep  your  eye  on  the  big  picture,  that 
you  are  taking  over  one  of  the  largest  agencies  in  the  Federal  Gov- 
ernment. 

I  would  hope  as  Administrator,  at  least  my  own  suggestion  is, 
the  Administrator  be  mindful  of  the  big  picture  and  the  mission. 
I  think  that  is  what  Senator  Moynihan  talked  about,  to  not  get 
yourself  chained  to  minute  details  of  running  the  office,  but  keep 
in  mind  the  mission  of  the  Social  Security  Administration,  which 
is  a  very  noble  one  and  one  that  we  w£int  to  see  improved  so  that 
people  can  be  more  secure  about  their  retirement  benefits. 

So  having  said  that,  I  welcome  you  to  the  committee.  I  strongly 
support  you  and  we  would  be  most  pleased  to  hear  from  you  and 
also  have  you  introduce  your  family. 

Dr.  Chater? 

STATEMENT  OF  DR.  SHIRLEY  SEARS  CHATER,  NOMINATED  TO 
BE  COMMISSIONER  OF  SOCIAL  SECURITY,  DEPARTMENT  OF 
HEALTH  AND  HUMAN  SERVICES 

Dr.  Chater.  Well,  let  me  say  good  morning  to  you  and  thank  you 
for  your  very  supportive  comments.  I  am  really  very,  very  honored 
to  appear  before  you  today  as  President  Clinton's  nominee  to  serve 
as  the  Commissioner  of  the  Social  Security  Administration. 

I  want  you  to  know  that  I  bring  to  this  hearing  a  very  deep  sense 
of  gratitude  to  the  President  and  to  Secretary  Shalala  for  the  con- 
fidence that  they  have  placed  in  me. 

I  also  bring  a  very  profound  respect  for  the  history,  the  mag- 
nitude and  the  responsibilities  of  the  institution;  and  if  I  am  con- 
firmed, I  want  you  to  know  I  will  consider  it  a  privilege  to  lead. 

I  bring  also  a  deep  personal  commitment  to  a  task  that  is  vital 
to  our  Nation's  future  well-being.  That  is,  as  the  Chairman  stated, 
the  restoration  of  public  faith  in  the  Social  Security  system  and  the 
revitalization  of  the  Social  Security  Administration  as  a  proud  and 
top-quality  provider  of  services  to  the  American  people. 

Before  I  discuss  my  thoughts  on  the  agency  and  the  role  that  I 
think  the  Commissioner  must  play  in  strengthening  the  institution, 
I  would  like  for  the  record  to  thaoik  and  acknowledge  some  people. 
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First,  I  want  to  say  how  much  I  appreciate  the  members  of  the 
Texas  Congressional  delegation  who  came  today — Senators  Gramm 
and  Hutchison;  and  Representatives  Pickle  and  Sarpalius — for 
their  support  and  their  most  generous  praise. 

I  would  also  like  to  thank  my  family  and  friends  for  flying  here 
from  Texas  and  elsewhere  to  be  with  me  today. 

And,  finally,  I  would  like  to  thank  you  and  the  other  members 
of  the  Finance  Committee  who  took  time  from  your  busy  schedules 
to  meet  with  me  prior  to  this  hearing,  to  discuss  with  me  your  in- 
terests and  concerns  and  to  offer  welcome  words  of  encouragement. 

If  confirmed,  I  want  you  to  know  that  I  pledge  to  work  closely 
with  you  and  all  members  of  Congress  on  the  many  challenges  fac- 
ing Social  Security  in  the  years  ahead.  The  Chairman  was  espe- 
cially thoughtful  in  schediding  this  hearing  at  a  time  when  my 
family  could  be  present;  £ind  I  thank  him  in  his  absence  for  doing 
that  for  me.  It  means  a  great  deal  to  my  family  and  to  me,  too. 

Since  the  day  that  President  Clinton  and  Secretary  Shalala 
asked  me  to  accept  this  nomination,  I  really  have  given  a  lot  of 
thought  to  the  mission  of  the  Social  Security  Administration;  and 
particularly  to  the  role  that  the  Commissioner  can  play  in  setting 
a  course  for  the  future. 

I  believe  that  the  next  Commissioner  must  bring  to  the  Commis- 
sion not  only  the  excellent  management  and  leadership  skills  which 
I  believe  I  have,  but  also  a  firm  resolve  to  strengthen  both  the  in- 
stitution and  the  prograuns  that  it  administers. 

I  have  spent  my  entire  adult  life  in  pubUc  service  and  have  never 
been  one  to  view  leadership  as  a  monohthic  quality.  To  be  an  effec- 
tive leader,  one  has  to  wear  several  hats,  and  that  is  certainly  the 
case  at  the  Social  Security  Administration. 

If  confirmed  as  Commissioner,  I  intend  to  be  both  an  educator, 
and  a  persuader,  as  well  as  a  consensus  builder.  As  teacher  and 
a  college  president  and  the  Chair  of  Governor  Richards'  Health  Pol- 
icy Task  Force  in  Texas,  I  have  worked  very  hard  to  shed  light  on 
complex  issues,  and  to  build  a  public  consensus  on  solutions  to  sup- 
port vital  programs. 

That  is  very  much  what  Social  Security  needs  right  now.  As  you 
well  know,  there  is  a  distinct  and  disturbing  lack  of  pubhc  con- 
fidence in  the  Social  Security  system  as  we  have  just  heard.  Ac- 
cording to  a  recent  survey  by  the  American  Council  of  Life  Insur- 
ance, 56  percent  of  the  respondents  expressed  a  lack  of  confidence 
in  the  Social  Security  Administration. 

Moreover,  the  survey  showed  that  confidence  in  the  system  has 
been  steadily  declining  over  the  past  7  years.  Data  from  still  an- 
other survey,  one  sponsored  in  1991  by  the  Advisory  Council  on  So- 
cial Security,  indicated  that  over  two-thirds  of  the  respondents  with 
a  college  degree  did  not  believe  that  Social  Security  would  have 
money  to  pay  them  when  they  retire.  Clearly,  this  idea  of  forthcom- 
ing insolvency  has  taken  root  in  the  public  psyche  sind  it  must  be 
addressed. 

The  Commissioner  of  Social  Security  must  be  an  active,  ardent, 
and  forceful  voice  in  educating  the  American  public  as  to  the  value 
of  Social  Security  protection  to  individuals  and  families,  now  and 
in  the  future.  We  must  work  to  turn  public  opinion  around  before 
eroding  public  confidence  in  Social  Security  is  transformed  into 
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popular  support  for  measures  that  could  diminish  the  system's  ef- 
fectiveness and  endanger  the  financial  security  of  millions  of  Amer- 
icans. 

If  I  am  confirmed,  I  intend  to  work  closely  with  you  and  with 
other  steadfast  and  knowledgeable  advocates  of  Social  Security  on 
this  committee  to  achieve  broader  public  understanding  and  sup- 
port for  the  system.  Your  perspective  represents  a  valuable  re- 
source for  me,  which  I  fully  intend  to  utilize. 

Mr.  Chairman,  beyond  the  need  to  be  an  educator,  the  Commis- 
sioner must  also  be  an  effective  manager  and  a  strong  adminis- 
trator. An  agency  with  65,000  employees,  1,300  offices  and  over  40 
million  beneficiaries  requires  strong  leadership  at  the  top.  This  is 
particularly  true  at  a  time  when  the  Social  Security  Administra- 
tion's ability  to  provide  swift,  accurate  service  to  its  claimants  and 
beneficiaries  has  been  hampered  by  an  explosive  growth  in  benefit 
claims,  particularly  in  the  disability  area,  by  a  drastic  reduction  in 
personnel  during  the  1980's,  and  by  budgets  that  have  not  grown 
at  a  rate  commensurate  with  growth  in  workloads. 

If  I  am  confirmed,  I  will  never  go  to  the  Americgm  people  and 
say,  "I  am  sorry,  but  long  delays  and  errors  are  unavoidable  be- 
cause we  do  not  have  enough  money  to  do  better."  In  my  manage- 
ment style,  excuses  are  unacceptable  and  surrendering  to  problems 
is  intolerable. 

As  President  of  Texas  Womstn's  University,  I  managed  a  large 
and  diverse  public  institution  that  faced  many  of  the  same  admin- 
istrative challenges  that  the  Social  Security  Administration  faces 
today — competing  and  escalating  service  demands,  limited  re- 
sources with  which  to  meet  those  demands,  and  high  expectations 
from  the  public  and  the  legislature. 

We  were  able  to  meet  those  challenges  by  making  the  most  effi- 
cient and  productive  use  of  the  resources  we  had.  Over  a  5-year  pe- 
riod, we  increased  student  enrollment,  as  you  have  heard,  by  20 
percent.  We  provided  significantly  more  services  with  no  cor- 
responding increase  in  our  operating  budget. 

Now,  I  am  not  saying  that  administering  a  university  is  the  same 
as  managing  one  of  Ajnerica's  largest  government  agencies.  But  I 
do  believe  there  are  certsdn  principles  in  common.  First,  you  experi- 
ment with  innovative  new  approaches  a.nd  you  try  different  tech- 
niques for  getting  the  work  done  better  and  faster. 

You  also  look  for  obsolete  policies  and  procedures  that  can  be 
changed  to  save  time  and  money.  And  you  determine  how  best  to 
use  new  technologies  to  enhance  and  expand  your  service  capabih- 
ties. 

I  want  very  much  to  be  personally  involved  in  the  technical  evo- 
lution of  the  Social  Security  Administration.  In  an  agency  that 
serves  people  through  more  than  1,300  installations  in  cities  and 
towns  throughout  the  country,  we  must  have  not  only  service  excel- 
lence but  service  equity. 

And  whether  a  claimant  lives  in  Brooklyn,  NY  or  Portland,  OR, 
that  person  should  receive  service  that  is  equally  responsive,  swift 
and  accurate.  And  developing  a  more  effective  computer  network  to 
share  information  and  distribute  work  among  all  of  our  offices  is 
one  way  to  help  achieve  that  uniform  service  excellence. 
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To  achieve  lasting  excellence,  however,  a  good  manager  does  not 
rely  solely  on  technology.  One  must  do  everything  to  motivate  the 
most  valuable  resources  you  have,  the  people  with  whom  you  work. 

In  the  past  few  weeks,  I  have  begun  to  meet  some  of  the  people 
who  make  up  the  Social  Security  Administration.  The  employees  I 
have  met  impress  me  as  dedicated  individuals  who  are  very  com- 
mitted to  the  mission  of  their  agency. 

They  care  deeply  about  the  quality  of  service  they  offer  to  the 
public,  and  they  want  to  work  closely  with  the  leadership  of  the 
agency  to  seek  creative  solutions  to  the  Administration's  problems. 
I  am  eager  to  put  the  talents  of  this  team  to  use,  and  I  have  no 
doubt  that  we  can  and  will  make  meaningful  progress  together. 

I  will  also  promise  you,  Mr.  Chairman,  and  members  of  the  com- 
mittee, a  very  strong  management  team  at  the  Social  Security  Ad- 
ministration. You  already  know  Larry  Thompson,  who  has  been 
serving  as  Acting  Commissioner  and  will  become  the  Principal  Dep- 
uty if  I  am  confirmed.  His  depth  of  knowledge  about  Social  Security 
and  his  years  of  experience  in  working  with  the  Social  Security  Ad- 
ministration programs  will  be  invaluable  to  us  as  we  begin  to  solve 
the  complex  problems  we  face. 

We  £dso  have  a  tremendous  leader  and  advocate  in  Secretary 
Donna  Shalala.  She  is  committed  to  restoring  the  public's  faith  in 
Social  Security  and  will  continue  to  seek  the  resources  necessary 
for  the  Social  Security  Administration  to  meet  the  tough  challenges 
that  lie  ahead.  I  know  that  the  agency  will  benefit  a  great  deal 
fi-om  her  leadership,  her  energy,  and  her  deep  personal  commit- 
ment to  make  government  work  better  for  the  people  we  serve. 

Finally,  Mr.  Chairman,  I  believe  that  the  Social  Security  Com- 
missioner must  be  an  advocate,  £ui  advocate  for  the  elderly,  for  peo- 
ple with  disabiUties,  for  families  who  have  lost  a  wage  earner  and 
for  the  people  who  are  going  through  trying  times  and  need  supple- 
mental security  income. 

Social  Security  has  a  marvelous  story  to  tell.  This  agency  does 
much  more  than  just  write  and  mail  checks.  It  enriches  hves.  It 
gives  people  a  sense  of  security.  And  in  some  cases,  it  gives  a 
chance  for  new  beginnings. 

We  talk  a  lot  these  days  about  finding  ways  for  people  to  become 
more  independent.  I  have  always  believed  that  in  order  for  people 
to  reach  higher,  one  must  provide  a  strong  foundation  from  which 
to  start.  You  have  heard  today  in  my  introductions  that  at  Texas 
Woman's  University  we  created  a  program  for  single  mothers  that 
provided  education  opportunities  £uid  encouraged  economic  inde- 
pendence. 

We  also  launched,  as  you  have  heard,  the  TWU  Cares  clinic  to 
provide  free  health  care  and  educational  services  to  low-income 
families.  We  did  this  not  to  make  them  dependent  on  the  univer- 
sity, but  to  provide  the  basic  support  they  needed  to  become  inde- 
pendent and  to  lead  self-fulfilling  lives. 

The  Social  Security  Administration  can  do  this  as  well.  We  can 
and  must  help  persons  with  disabilities  get  rehabilitative  services 
so  they  can  take  their  rightful  place  in  the  working  world.  We  can 
use  Supplemental  Security  Income  to  help  people  whose  lives  have 
been  spiraling  downward  to  stabilize  themselves  and  start  on  the 
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road  to  a  better  life.  We  can  give  children  with  disabilities  and 
their  families  hope  for  a  brighter  future. 

The  Commissioner  of  Social  Security  has  the  opportunity  to  be 
an  advocate  for  many  people,  who  need  a  well-placed  ally,  and  I  in- 
tend to  make  the  most  of  that  opportunity  if  I  am  confirmed. 

Mr.  Chairman,  I  hope  that  I  have  offered  a  glimpse  of  the  leader- 
ship and  vision  that  I  would  bring  to  the  position  of  Commissioner 
of  the  Social  Security  Administration. 

I  would  like  to  offer  one  last  thought  before  I  conclude.  I  want 
the  members  of  the  committee  to  know  that  should  I  be  confirmed, 
I  will  consider  this  position  one  of  high  honor  and  one  that  I  v^l 
be  privileged  to  occupy. 

I  want  you  to  know  that  I  plan  on  unpacking  my  bags  and  stay- 
ing for  quite  a  while.  There  is  a  lot  of  work  to  do.  It  will  not  be 
done  overnight  and  it  has  always  been  my  practice  never  to  leave 
a  task  unfinished.  I  do  appreciate  this  opportunity  to  appear  before 
you  today. 

Mr.  Chairman,  if  you  would  do  indulge  me,  I  would  like  so  much 
to  introduce  to  you  my  family. 

Senator  Breaux.  Please. 

Dr.  Chater.  After  which  I  would  be  happy  to  answer  your  ques- 
tions. Please? 

Senator  Breaux,  We  would  be  pleased  to  have  you  introduce 
them. 

Dr.  Chater.  Thank  you.  First  my  husband.  Dr.  Norman  Chater; 
my  daughter,  Cris  Chater;  her  friend.  Rusty  Lachell;  our  son,  Geof- 
frey Chater;  and  his  new  bride,  Brenda. 

[The  prepared  statement  of  Dr.  Chater  appears  in  the  appendix.] 

Senator  Breaux.  Well,  it  is  a  very  beautiful  family  and  we  are 
delighted  to  have  them  here  at  this  very  important  occasion  at  your 
confirmation  hearing. 

Thank  you  so  very  much  for  a  very  solid  and  sound  statement. 
I  would  make  the  comment  about  your  experiences  at  Texas  Wom- 
an's University  and  the  fine  job  you  have  done  there  since  you  have 
been  there.  Perhaps  one  of  the  differences  in  this  job  is  that  you 
will  have  535  Members  of  Congress  telling  you  how  to  run  your 
new  position,  which  you  probably  did  not  have  at  Texas  Woman's 
University,  and  that  is  going  to  be  a  challenge  in  itself. 

I  £mi  delighted  that  I  got  from  your  statement  your  concern  for 
the  big  picture  and  your  desire  to  surround  yourself  with  some  of 
the  top  administrators  who  really  know  the  system  and  the  details 
of  the  system. 

But  let  me  ask  you  a  big  picture  question,  if  I  may.  You  men- 
tioned the  number  of  people  in  this  country  who  really  do  not  be- 
lieve that  Social  Security  is  going  to  be  there  when  they  retire  to 
take  C8ire  of  their  neeas.  Half  the  people  in  this  country  have 
doubts  whether  it  will  be  there. 

I  think  that  is  reflective  of  a  general  distrust,  not  just  with  Social 
Security,  but  for  government  in  general  and  particularly  govern- 
ment coming  from  Washington.  We  have  tried  to  address  that  prob- 
lem by  requiring  that  the  Social  Security  let  people  know  the  finam- 
cial  stability  of  the  system,  let  them  know  of  its  soundness  and  ac- 
tually report  to  them  that  the  program  really  is  solvent  and  that 
their  money  will  be  there  to  pay  their  benefits. 
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Do  you  have  £iny  thoughts  about  what  we  c£ui  do,  and  particu- 
larly what  you  can  do  as  the  new  administrator  of  this  very  large 
Federal  agency  out  of  Washington,  to  reinstate  the  faith  and  the 
trust  of  the  American  people? 

Dr.  Chater.  Yes,  I  do  have  some  ideas.  If  confirmed,  for  example, 
I  think  one  of  the  m£dn  reasons  for  people  losing  confidence  in  the 
system  is  they  do  not  know  very  much  about  it.  There  is  an  awful 
lot  of  m)rthology  out  there  that  comes  in  the  mail,  that  comes  from 
the  radio. 

I  believe  we  need  to  enter  into  a  dialogue  with  the  American  peo- 
ple to  have  them  understand  the  situation  and  to  begin  to  open  the 
dialogue  for  the  considerations  of  some  alternatives  for  the  future 
to  make  the  program  solvent.  That  is  obviously  a  main  and  long- 
term  problem. 

Senator  Breaux.  I  think  that  is  correct.  I  think  that  there  is  a 
fear  of  the  unknown,  there  is  a  mistrust  of  the  unknown.  It  is  sort 
of  like  a  health  insurance  policy.  People  have  one,  but  they  are  not 
too  sure  what  it  covers.  They  have  a  life  insurance  policy,  they  are 
not  too  sure  when  and  what  benefits  their  family  would  be  receiv- 
ing. 

I  think  that  the  mystery  of  Social  Security  is  something  that 
leads  to  the  mistrust  of  the  system. 

Dr.  Chater.  Yes. 

Senator  Breaux.  Perhaps  maybe  you  will  be  in  a  position  to  help 
shed  some  light  on  what  many  people  feel  is  too  complicated  to 
even  trust. 

Dr.  Chater.  Senator  Moynihan  referred  earlier  to  this  statement 
of  personal  benefits,  which  when  I  learned  that  it  was  one  of  his 
interests,  the  Personal  Earnings  and  Benefit  Estimate  Statement, 
I  requested  mine  and  have  it  before  me  today;  and  I  am  going  to 
encourage  our  grown  children  to  request  theirs. 

It  is  really  quite  an  educational  document.  I  agree  with  the  Sen- 
ator that  reading  it  and  seeing  just  exactly  what  the  benefits  are 
does  give  you  a  knowledge  base  from  which  to  begin  to  understand 
the  Social  Security  system. 

Senator  Breaux.  Well,  I  think  that  certainly  is  the  right  ap- 
proach. Let  me  ask  you  something  else.  We  have  this  reinventing 
government  proposal  that  the  Vice  President,  Al  Gore,  has  worked 
on  in  great  detail,  which  is  going  to  be  presented  to  the  Congress. 
We  have  already  had  people  tedking  about  the  consolidation  of  of- 
fices and  paring  down  the  size  of  some  of  the  Federal  agencies. 

I  noted  in  one  of  the  press  articles  that  a  Social  Security  office 
merger  is  being  studied,  and  that  the  Clinton  Administration  is 
considering  merging  some  of  Social  Security's  1,300  field  offices  to 
save  tax  dollars,  but  lawmakers  and  advocates  for  the  elderly  are 
likely  to  oppose  any  plan  that  inconveniences  frsiil  and  disabled 
Americans. 

That  is  going  to  be  one  of  the  big  picture  problems  that  I  would 
imagine  you  are  going  to  be  presented  with  at  some  time.  Have  you 
had  a  chance  to  discuss  this  proposal  with  Secretary  Shalala  or 
anyone?  Do  you  have  any  thoughts  on  this  concept  or  the  idea  of 
consolidation? 

Dr.  Chater.  I  have  not  had  £in  opportunity  to  read  the  news  clip- 
ping that  you  have  just  referred  to,  but  I  can  tell  you  this.  If  I  am 
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confirmed,  einy  plan  to  save  money  in  terms  of  the  reinventing  gov- 
ernment suggestions,  would  have  to  be  worked  through  very  care- 
fully with  a  great  deal  of  research.  Because  to  me  it  is  a  balancing 
act. 

We  want  to,  first  of  all,  provide  the  best  possible  customer  serv- 
ice to  the  people  of  America.  On  the  other  hand,  we  want  to  use 
the  best  possible  resources  in  terms  of  taxpayer  money  to  do  the 
job  we  have  to  do.  I  see  it  as  a  balancing  act  to  decide  how  to  pre- 
serve the  high  quality  of  customer  service  for  which  we  are  known, 
and  how  to  save  taxpayer  money. 

We  would  need  to  do  a  lot  of  research  on  this.  We  would  have 
to  deal  humanely  and  carefully  and  sensitively  with  the  people  in- 
volved. And  certainly,  and  most  importantly,  consult  and  have  dia- 
logues with  members  of  Congress. 

Senator  Breaux.  Well,  I  appreciate  that.  I  think  that  any 
change,  obviously,  is  very  difficult  in  the  political  system. 

I  note  further  in  that  article  that  it  quoted  Secretary  Shalala  as 
saying  she  "favors  consolidation  and  wants  it  handled  locally  and 
feels  we  can  handle  the  politicians."  And,  of  course,  handling  the 
politicians  is  obviously  going  to  be  one  of  the  real  challenges. 

Let  me  ask  my  colleagues  for  questions  they  may  have.  I  note 
Senator  Grassley  is  first  in  order  of  appearance  and  I  will  recognize 
Senator  Grassley. 

Senator  Grassley.  Well,  first  of  all,  I  think  that  I  would  start 
with  the  question  Senator  Breaux  asked  about  and  I  think  you 
gave  a  very  good  answer  to  what  would  have  been  the  last  part  of 
a  similar  question  I  would  have  asked.  If  this  is  going  to  oe  the 
case,  you  are  going  to  do  what  you  can  to  make  sure  that  proper 
levels  of  service  are  provided  when  we  have  consolidations  like  this. 

You  said  you  did  not  read  the  news  report.  But  have  you  been 
briefed  in  any  way  about  the  possible  changes,  the  closing  and  con- 
solidations of  some  offices  that  have  been  suggested  by  the  Sec- 
retary? 

Dr.  Chater.  No,  sir. 

Senator  Grassley.  You  have  not.  So  then,  would  it  be  fair  for 
me — I  think  it  would  be  fair  for  me  to,  since  you  cauinot  answer 
this  question  more  definitely  now,  we  do  have  a  provision  where 
you  can  answer  in  writing.  Now  if  it  is  not  far  enough  along  to  an- 
swer in  writing,  that  may  be  impossible  before  you  would  be  voted 
out  of  this  committee  and  this  record  closed,  but  it  probably  would 
not  be  impossible  before  it  is  reported  on  the  floor  of  the  Senate. 

I  guess  the  questions  I  would  ask  you  to  respond  to  in  writing 
are  whether  the  reports  are  accurate,  and  then  the  extent  to  which 
you  might  be  able  to  give  us  some  details  about  those.  For  instance, 
how  many  offices  might  be  lost,  and  where  they  would  be,  those 
sort  of  detsiils.  Would  that  be  okay? 

Dr.  Chater.  I  would  be  very  happy  to  arrange  for  that. 

Senator  GRASSLEY.  Thank  you. 

[The  following  information  was  subsequently  received  for  the 
record:] 

Question.  Are  the  recent  media  reports  that  the  Clinton  Administration  is  consid- 
ering closing  some  field  offices  accurate?  To  the  extent  that  you  can  give  us  details, 
how  many  offices  would  be  closed  and  where  are  they  located? 

Response.  I  can  assure  you  that,  if  confu-med,  my  highest  priority  will  be  to  pro- 
vide quality  service  to  SSA's  customers.  I  will  make  no  changes,  including  any  aeci- 
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sions  about  consolidating  the  number  of  field  offices,  without  first  assessing  the  ef- 
fect on  SSA's  cHents  and  beneficiaries. 

SSA's  review  of  its  operations  will  include  a  thorough  examination  of  aspects  of 
service  delivery.  If  confirmed,  I  will  lead  an  effort  to  look  at  ways  to  deliver  better 
service  while  making  the  best  use  of  SSA  resources.  SSA  will  consider  consolidating 
offices  only  if  it  becomes  convinced  that  it  will  allow  it  to  improve  service,  and  to 
use  its  scarce  resources  more  efficiently. 

SSA  has  just  begun  to  analyze  the  current  service  delivery  process  and  to  evalu- 
ate alternatives  to  offer  the  best  quality  service  possible.  An  integral  part  of  its  ef- 
fort to  improve  service  delivery  will  be  in-depth  discussions  with  Members  of  Con- 
gress of  any  changes  anticipated  in  the  way  service  is  delivered.  Therefore,  I  cannot 
give  vou  details  as  to  all  of  the  factors  SSA  will  consider  in  deciding  whether  offices 
should  be  consolidated,  nor  does  SSA  have  a  list  of  offices  which  would  be  affected. 

Senator  Grassley.  The  last  question  that  I  have,  I  alluded  to  it 
a  little  bit  in  my  opening  comment,  about  your  not  having  specific 
background  in  welfare  policy.  I  do  not  see  this  as  a  fatal  liabiHty 
at  all. 

I  would  only  ask  how  you  would  plan  to  compensate  for  that  in 
your  getting  information,  in  your  reliance  and  having  people 
around  you  who  presumably  would  have  backgrounds  of  the  Social 
Security  Administration,  and  maybe  just  generally  speaking  how 
you  compensate  for  taking  over  an  agency  and  a  bureaucracy  and 
a  program  that  you  have  not  had  any  experience  with  in  the  past. 
Just  some  assurance  for  the  people  that  depend  on  the  program 
that  it  is  going  to  be  obviously  administered  by  somebody  who  is 
going  to  be  on  top  of  it. 

Dr.  Chater.  I  would  be  happy  to  respond  to  that,  Senator  Grass- 
ley.  I  do  beheve  that  management  experience  is  transferable.  Some 
of  the  very  basic  principles,  for  exsmiple,  the  principle  of  customer 
service  has  been  with  me  always  and  I  would  expect  it  to  have  lots 
of  apphcation  to  some  of  the  problems  in  Social  Security  Adminis- 
tration. 

In  terms  of  my  management  experience,  I  believe  that  a  good 
leader  sets  a  vision,  provides  the  leadership  to  everyone  in  the 
agencies  to  go  down  the  same  path,  to  be  sure  we  know  where  we 
want  to  go,  and  to  be  sure  to  know  how  we  know  when  we  are 
there.  I  am  very  committed  to  choosing  a  few  key  goals,  mostly 
those  that  come  from  the  Social  Security  Administration's  strategic 
plan;  and  working  on  those  quite  specifically  to  make  sure  that  we 
make  a  difference,  to  solve  some  of  the  problems  that  your  constitu- 
encies bring  to  you. 

Now,  another  very  important  component  of  what  I  look  forward 
to,  if  confirmed,  is  the  privilege  of  working  with  Larry  Thompson 
who  is  £ui  expert  in  Social  Security  as  you  know,  and  all  the  other 
Deputy  Commissioners  who  have  been  in  the  agency  for  a  long  pe- 
riod of  time  and  who  are  expert  in  their  particular  fields. 

I  work  well  with  people.  I  believe  in  a  management  team,  where 
we  all  participate  in  decision  mgiking  and  I  want  to  make  it  ours, 
not  mine  but  ours,  and  work  together  as  a  group. 

Senator  Grassley.  Thank  you,  Mr.  Chairman. 

Senator  Breaux.  Senator  Roth? 

Senator  RoTH.  Thank  you,  Mr.  Chairman. 

Earlier  Senator  Moynihan  alluded  to  the  problem  of  confidence 
of  the  American  public  in  Social  Security,  one  that  I  think  is  of 
great  concern  to  many  of  us.  Many  Americans  have  confidence  that 
ftinds  are  going  to  be  there  for  Social  Security  benefits.  Even  if  the 
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funds  are  going  to  be  there,  what  benefits  will  they  receive?  Are 
they  going  to  be  taxable? 

Many  of  the  things  we  once  thought  were  secure  become  ques- 
tionable; the  perception  of  the  stability  of  the  Social  Security  sys- 
tem has  become  questionable  in  the  minds  of  many  Americans. 

We  are  about  to  begin  the  grand  debate  on  health  care.  Part  of 
the  savings  to  pay  for  the  administration's  health  plan  will  come 
from  the  Medicare  and  Medicaid  programs.  I  think  the  savings  pro- 
posed is  a  baseline  growth  limited  to  something  like  4  percent  a 
year  in  the  two  programs. 

In  the  Wall  Street  Journal  this  morning,  there  is  an  article  by 
Martin  Feldstein,  a  distinguished  Harvard  economist,  who  I  am 
sure  you  know,  that  raises  questions  whether  or  not  those  savings 
can  be  made. 

I  am  not  here  to  ask  you  where  you  stand  on  that  particular 
issue.  I  do  think,  however,  a  question  arises:  what  you  see  your 
role  as  in  the  future  health  care  debate?  This  is  going  to  be  a  very 
controversial,  difficult  question  for  Congress  to  decide  what  real 
savings  can  be  made.  And  what  do  you  see  your  role  as  in  this  dis- 
cussion since  earlier  the  0MB  and  others  seem  to  have  preempted 
this  area  as  I  think  Senator  Moynihan  pointed  out.  Do  you  see 
yourself  playing  a  significant  role  in  the  discussion  with  the  Senate 
Finance  Committee  as  we  try  to  decide  what  to  do? 

Dr.  Chater.  Yes,  sir;  I  do.  If  confirmed,  I  would  want  very  much 
to  play  an  active  role  in  policy.  I  would  like  to  be  able  to  share 
ideas.  I  would  like  to  be  able  to  utilize  the  very  fine  research  staff 
that  the  Social  Security  Administration  employs.  I  would  like  to  be 
able  to  enter  into  a  dialogue  on  the  pros  and  cons  of  a  particular 
position. 

And,  indeed,  hope  to  be  persuasive  and  influential  on  a  particu- 
lar point,  if  in  my  opinion  it  seems  to  be  the  right  one. 

Senator  ROTH.  Would  you  feel  that  you  could  speak  ft-ankly  here 
to  the  committee,  even  though  your  position  might  differ  with  say 
the  President's  or  the  Director  of  OMB's,  or  whosever?  The  answers 
that  are  needed  in  this  debate  require  some  difficult  evaluations. 

Dr.  Chater.  Yes.  Well,  I  would  like  to  think  about  that  very 
carefully. 

Senator  Roth.  I  think  that  is  going  to  be  a  very  important  ques- 
tion. I  am  not  trying  to  put  you  in  an  embarrassing  position,  but 
the  Joint  Chiefs  of  Staff  as  well  as  other  people  in  policymaking  po- 
sitions constantly  face  this  kind  of  a  problem  with  voicing  dissent- 
ing opinions. 

I  believe  it  is  going  to  be  important  to  this  committee,  as  we 
move  ahead  on  the  grand  debate  on  health  care,  that  we  have  the 
very  best  advice  of  those  people  that  have  a  hands-on  experience 
and  responsibility.  I  think  it  is  critically  important  that  we  have 
your  best,  personad  advice  as  one  with  valuable  input  for  the  ad- 
ministration of  the  job. 

Going  back  to  the  issue  of  trust  and  confidence  in  the  Social  Se- 
curity system.  We  recently  subjected  a  greater  percentage  of  Social 
Security  benefits  to  income  tax  than  before,  Many  people  felt  that 
a  commitment  was  made  in  1983.  Half  of  the  benefits  would  be 
subject  to  income  tax;  the  half  that  employees  had  not  previously 
paid  taxes  on.  This  was  a  bargain  to  help  preserve  the  solvency  of 


20 

the  security  system.  Now,  the  budget  legislation  just  enacted  in- 
creased that  tax. 

This  tax  increase  has  created  a  lot  of  concern  to  many  people 
back  home.  I  had  one  Master  Sergeant  share  his  personal  situation 
with  me.  He  said  his  wife  was  a  teacher,  and  early  on  in  their  mar- 
riage they  decided  they  would  save  what  she  earned  for  retirement 
and  live  on  his  sedary  as  an  enlisted  one.  This  is  what  they  had 
done.  Suddenly  they  found  out  that  now  they  were  going  to  be 
taxed  substantially  on  their  Social  Security. 

He  was  very  angry  since  he  felt  that  the  increased  taxation  was 
a  betrayal  of  the  commitment  that  had  been  made  to  him.  Would 
you  favor  an  increased  taxation  of  Social  Security?  What  is  your  po- 
sition on  this  tax  increase  on  Social  Security  benefits?  Would  you 
be  able  to  state  a  position? 

Dr.  Chater.  Senator  Roth,  I  really  do  not  feel  comfortable  stat- 
ing a  position  today.  I  know  that  we  have  to  increase  revenues  over 
time  to  meet  the  expenses.  There  should  be  alternate  ways  to  ex- 
£unine  that  problem  and  I  have  not  had  an  opportunity  to  either 
be  briefed  extensively  or  to  consider  what  those  alternatives  might 
be. 

Senator  Roth.  Do  you  agree  that  part  of  the  lack  of  confidence, 
the  lack  of  trust  in  Social  Security  is  that  we  are  constantly  chang- 
ing what  people  once  thought  was  an  insurance,  a  commitment?  If 
we  were  in  the  private  sector,  we  would  be  pretty  angry  if  the  in- 
surance company  changed  the  benefits. 

Dr.  Chater.  Yes. 

Senator  RoTH.  As  we  did. 

Dr.  Chater.  Yes. 

Senator  ROTH.  So  it  seems  to  me  that  if  we  are  serious  about  this 
lack  of  confidence  and  trust,  we  must  quit  changing  the  rules  from 
time  to  time,  as  we  appear  to  be  doing.  Would  you  agree  with  that? 

Dr.  Chater.  I  would  agree  with  the  general  principle,  yes,  sir. 

Senator  Roth.  Well,  I  wish  you  well  in  your  new  position.  As  I 
said,  I  think  you  are  entering  at  a  time  when  there  is  going  to  be 
a  great  deal  of  controversy.  I  do  think  it  is  important  for  those  of 
us  who  have  to  make  the  tough  decisions  to  have  the  very  best  ad- 
vice and  recommendations  of  those  such  as  yourself  that  will  be  in 
a  position  of  great  responsibility. 

Dr.  Chater.  I  appreciate  that  and  I  look  forward  to  working  with 
you. 

Senator  Roth.  Thank  you,  Mr.  Chairman. 

Senator  Breaux.  Thank  you.  Senator  Roth.  Let  me  ask  just  a 
general  question.  And  again,  you  may  not  have  had  a  chance  to  be 
briefed  extensively  by  your  actuarial  staff  at  Social  Security. 

I  have  always  felt  that  there  should  be  a  relationship  between 
Socigd  Security  retirement  age  and  life  expectancy,  that  initially 
when  we  set  out  the  retirement  age  we  considered  the  life  expect- 
ancy of  men  and  women  at  that  time  and  tried  to  develop  a  rela- 
tionship between  life  expectancy  and  the  retirement  age. 

It  seems  to  me  at  least  clear  that  the  retirement  age  has  not 
gone  up  at  the  same  pace  that  life  expectancy  has  increased.  Do 
you  have  any  thoughts  about  whether  the  Congress  should  acceler- 
ate the  increase  in  the  retirement  age?  How  do  you  feel  in  general 
about  retirement  age  being  connected  to  life  expectancy?  Is  that  a 
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valid  way  of  determining  what  is  an  appropriate  retirement  age  for 
Social  Security  purposes? 

Dr.  Chater.  I  can  only  respond  to  you  as  I  feel  as  an  individual. 
Since  I  have  received  my  personal  earnings  and  benefit  estimate 
statement  and  see  the  encouragement  one  receives  to  continue 
working  until  age  70,  I  have  just  crossed  out  any  intention  to  retire 
at  65.  There  are  some  incentives  built  in  now,  I  believe. 

Clearly  with  life  expectancy  increasing  and  more  and  more  peo- 
ple wanting  to  work,  there  is  some  reason  to  think  that  retiring  at 
a  later  age  would  support  that  philosophy.  One  would  have  to  bal- 
ance that,  however,  against  what  we  were  just  talking  about  with 
Senator  Roth,  promises  that  have  been  made. 

So  whatever  change  would  come  about  would  have  to  be  made 
for  future  recipients. 

Senator  Breaux.  Well,  I  would  agree  with  that.  I  mean,  we  can- 
not just  change  the  rules  in  midstream.  But  I  think  younger  people 
must  be  told  in  plenty  of  time  to  make  preparations  for  retirement 
that  their  eligibiUty  for  Social  Security  benefits  will  come  a  little 
later  because  they  are  expected,  thank  goodness,  to  live  longer. 

It  is  a  factual  thing.  I  was  just  wondering  how  did  you  feel  about 
the  connection  between  retirement  age  and  life  expectancy.  I  tstke 
it  that  you  think  that  there  is  a  connection  there.  How  we  handle 
it,  of  course,  is  something  else. 

Dr.  Chater.  Yes. 

Senator  Breaux.  But  that  there  is  a  connection,  obviously,  be- 
tween the  two.  The  fact  that  we  picked  a  retirement  age  of  65  a 
long  time  ago  and  have  not  kept  up  with  life  expectancy  increases 
seems  to  be  something  that  should  be  examined.  I  would  like  to 
have  that  addressed. 

I  think  the  fact  that  the  members  are  not  here,  it  certainly  indi- 
cates not  their  concern,  nor  their  opposition,  but  rather  the  fact 
that  they  feel  very  comfortable  about  your  visits  and  what  you  had 
to  say  in  tadking  with  them  in  private. 

Senator  Daschle  just  said  that  as  he  came  in  and  had  to  go  to 
something  else,  that  he  was  very  supportive  of  your  nomination.  I 
think  that  is  what  we  have  heard  today  and  I  think  you  have 
picked  that  up  with  your  private  meetings  with  members  of  this 
committee. 

I  certainly,  and  I  think  it  is  shared  by  everyone,  look  forward  to 
working  with  you  and  wish  you  the  very,  very  best. 

That  will  conclude  this  formal  hearing.  I  will  note  for  our  guests, 
as  well  as  the  witnesses,  that  Senator  Moynihan  is  on  his  way  from 
the  floor,  having  dealt  on  the  floor  with  a  Medicaid  amendment,  as 
a  matter  of  fact.  He  would  like  to  be  here,  Judge,  for  your  state- 
ment; and  he  has  asked  that  the  committee  stand  in  recess  before 
we  take  up  the  confirmation  hearing  of  Mr.  Chabot. 

And  also,  Dr.  Chater,  he  would  ask  if  you  could  stay  because  he 
would  like  to  visit  with  you.  He  should  be  here  in  just  a  minute. 

He  asked  that  we  take  a  short  recess  until  he  is  able  to  return 
to  chair  the  next  sessions  of  this  hearing. 

Dr.  Chater.  Thank  you,  sir. 

Senator  Breaux.  With  that,  the  committee  will  be  in  recess. 

[Whereupon,  at  11:18  a.m.,  the  hearing  recessed,  to  reconvene  at 
11:34  a.m.] 
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The  Chairman.  A  very  good  morning  to  our  distinguished  nomi- 
nee and  to  our  guests.  I  gather,  Judge  Chabot,  that  you  are  alone 
this  morning,  are  you? 

Judge  Chabot.  Yes,  sir. 

The  Chairman.  Very  well,  sir.  Our  next  and  final  nominee  today 
is  Judge  Herbert  Chabot,  who  has  been  nominated  by  the  Presi- 
dent to  a  second  term  of  15  years  as  a  judge  of  the  U.S.  Tax  Court. 
As  I  remarked  earher,  this  is  a  Article  I  Court  and  comes  before 
this  committee  as  against  Judiciary. 

Judge  Chabot  was  nominated  by  President  Jimmy  Carter  to  be 
a  tax  court  judge  in  1978  Eind  has  served  with  great  distinction.  I 
should  note  the  Judge  is  well-known  to  our  committee  institution- 
ally, having  served  for  13  years  as  a  member  of  the  staff  of  the 
Joint  Committee  on  Taxation  prior  to  his  appointment  to  the 
bench. 

Judge  Chabot,  we  welcome  you  to  what  I — I  do  not  wish  it  to  be 
a  perfunctory  hearing,  it  is  just  that  no  one  who  has  graduated 
from  Stuyvesant  High  School  and  then  went  on  to  City  College  can 
fail  to  have  somethmg  like  the  instant  approval  of  this  particular 
Senator. 

Do  you  have  a  statement,  sir? 

STATEMENT  OF  HON.  HERBERT  L.  CHABOT,  NOMINATED  TO 
BE  A  JUDGE  OF  THE  U.S.  TAX  COURT  (REAPPOINTMENT) 

Judge  Chabot.  I  have  a  statement.  As  you  can  see,  it  is  two 
sides  of  one  sheet  of  paper.  I  wiU  go  through  it  briefly. 

Mr.  Chairman,  and  members  of  the  committee,  thank  you  for 
this  opportunity  to  appear  today  before  the  committee.  The  last 
time  I  sat  in  a  witness  seat  here  was  15  years  ago  when  I  was  first 
nominated  to  the  Tax  Court.  And  as  the  Chairmem  has  noted,  that 
for  13  years  before  that  I  sat  in  one  or  another  of  the  chairs  back 
of  the  members  as  a  staffer  from  the  Joint  Tax  Committee  and 
worked  on  the  legislation  that  the  tax  committees  dealt  with  from 
1965  through  1978. 

At  the  Tax  Court,  where  I  have  been  for  the  last  15  years,  basi- 
cally my  work  is  reflected  in  terms  of  the  public  appearance  of  it 
is  reflected  in  my  opinions  of  my  cases  and  occasional  dissenting 
and  concurring  opinions.  I  had  only  one  case  that  went  before  the 
Supreme  Court.  That  was  the  Cottage  Savings  Association,  where 
my  opinion  allowed  deductions  for  losses  suffered  in  mortgage 
swaps  arrgmLgements.  The  case  was  appealed  and  the  Court  of  Ap- 
peals for  the  Sixth  Circuit  reversed,  holding  that  the  deductions 
were  not  allowable,  but  the  Supreme  Court  in  term  reversed  the 
Court  of  Appeals  and  allowed  the  deductions  and  reinstated  the  de- 
cision I  had  originally  entered. 

We  do  have  a  lot  of 

The  Chairman.  That  is,  you  won? 

Judge  Chabot.  Yes,  sir. 

The  Chairman.  Good.  Congratulations. 

Judge  Chabot.  We  do  have  a  lot  of  work  behind  the  scenes.  We, 
too,  have  committees.  I  have  been  chairing  our  Rules  Committee. 
I  have  been  a  member  of  our  Legislative  Committee.  I  have  dealt 
with  our  court  library.  I  have  participated  in  our  continuing  legal 
education  program  for  the  court's  law  clerks. 
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I  must  note  on  the  subject  of  law  clerks,  one  of  my  earliest  law 
clerks  has  had  distinguished  service  on  your  committee's  staff  for 
more  than  7  years  now,  I  am  referring  to  Ms.  Lindy  Paull,  who  is 
seated  in  back  of  you. 

The  Chairman.  Yes. 

Judge  Chabot.  Mr.  Chairman,  you  have  my  biography,  so  there 
is  no  point  in  reciting  any  of  it.  I  will,  of  course,  do  my  best  to  re- 
spond to  any  questions  or  comments  that  you  might  have. 

[The  prepared  statement  of  Judge  Chabot  appears  in  the  appen- 
dix.] 

The  Chairman.  Well,  sir,  I  do.  We  are  very  proud  of  Lindy.  If 
there  are  any  more  at  home  like  her,  you  will  no  doubt  know. 

I  have  some  questions,  but  I  do  not  know  if  you  Eire — feel  free 
to  respond;  and  if  you  do  not,  please  so  state. 

Judge  Chabot.  All  right. 

The  Chairman.  It  is  just  that  I  had  the  great  pleasure,  if  that 
is  the  term,  of  reading  a  paper  given  by  Irwin  Griswold,  to  the 
American  College  of  Tax  Counsel,  a  meeting  in  San  Diego  in  Feb- 
ru£u*y. 

It  is  entitled,  "Is  the  Tax  Law  Going  to  Seed?"  He  writes  about 
his  own  experience.  He  went  to  the  Solicitor  General's  Office  in 
1931,  I  think,  and  he  said  there  were  then  five  lawyers  in  the  SoUc- 
itor  General's  Office  and  he  was  assigned  to  be  the  tax  lawyer  for 
government  and  he  knew  nothing  about  taxes. 

In  a  wonder  phrase  I  cannot  find  here,  that  there  was  no  course 
at  Harvard  Law  School  on  taxation.  He  said  he  thought  he  should 
go  to  the  Solicitor  General  and  tell  him  that  he  did  not  know  any- 
thing about  taxes.  But  then — and  this  is  very  characteristic — he 
thought  about  it  and  decided  to  go  to  the  library  instead  and  began 
his  distinguished  career  in  this  field. 

He  describes  bringing  on  Stanley  Surrey  to  the  Harvard  Law 
School  faculty  and  has  some  thoughts  about  some  of  what  I  call  the 
Soravian  influence  on  tax  policy.  In  effect,  he  just  says  that  it  gets 
more  and  more  complex  and  it  is  more  and  more  beyond  the  capac- 
ity of  most  persons.  He  has  made  it  a  practice  to  make  up  his  own 
returns  by  hand  here. 

I  cannot  quite  find  it  here.  But  I  think  he  said  this  year  it  took 
him  95  hours  to  make  out  the  returns  which  involve — "Mrs. 
Griswold  is  disabled  and  needs  £in  increasing  amount  of  household 
help  for  her  assistance.  One  result  of  this  is  I  keep  the  appropriate 
records  week-by-week  and  file  quarterly  Social  Security  tax  reports. 
The  final  tax  report  must  be  sent  to  two  different  offices.  The  tax 
report  to  Philadelphia.  The  report  on  names  and  Social  Security 
numbers  to  the  Social  Security  Administration  in  Santa  Fe,  New 
Mexico.  Then  I  must  prepare  several  copies  of  a  Form  W-2  for  each 
employee.  The  form  contains  29  boxes  and  some  of  the  instructions 
which  accompany  it  are  incomprehensible  to  me." 

I'm  just  a  retired  law  professor,  but  if  it  is  incomprehensible  to 
Irwin  Griswold,  we  ought  to  be  thinking  a  little  bit  about  what  is 
going  on. 

"I  must  get  a  covering  W-3  form.  In  addition,  I  have  one  person 
who  assists  me  with  professional  work.  This  requires  the  prepara- 
tion of  several  copies  of  a  Form  1099,  which  must  be  sent  to  the 
IRS  with  accompanying  Form  1096.  Then  I  have  to  prepared  quar- 
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terly  unemployment  tax  reports  to  the  District  of  Columbia,  and 
also  similar  reports  to  Massachusetts,  since  one  of  the  employees 
works  there.  And  finally,  I  have  to  prepare  and  file  a  Federal  Un- 
employment Tax  Return  with  payment.  All  in  all,  I  figure  these  re- 
ports involve  40  to  50  pieces  of  paper,  filed  in  five  separate  offices. 

"After  this  is  done,  I  have  to  prepare  my  Form  1040  and  also  a 
form  for  the  District  of  Columbia  Income  Tax.  Previously,  I  have 
had  also  to  file  income  tax  returns  in  California,  Massachusetts, 
New  York,  and  France.  But  my  retirement  has  eliminated  the  need 
for  returns  in  California.  I  recently  changed  my  domicile  from  Mas- 
sachusetts to  the  District  of  Columbia  ..." 

It  says,  "My  problem  is  partly  due  to  the  fact  I  have  always  made 
out  my  own  tax  returns.  I  started  this  out  years  ago  and  I  figured 
that  as  a  tax  professor  I  ought  to  be  able  to  make  out  my  tax  re- 
turn, but  it  is  becoming  more  and  more  ..."  and  he  goes  on  and 
on. 

It  takes  2  weeks,  well  95  hours  is  1  week  for  Irwin  Griswold. 
Many  a  person  would  make  it  2  weeks.  I  would  Uke  to  put  this  in 
the  record  at  this  point,  if  I  may. 

[The  paper  by  Irwin  Griswold  appears  in  the  appendix.! 

The  Chairman.  Have  you  or  your  colleagues  any  feeHng  on  this 
that  you  would  like  to  share  with  the  committee?  Are  we  sending 
you  statutes  you  find  incomprehensible? 

Judge  Chabot.  Mr.  Chairman,  we  have  an  advantage  that  the 
attorneys  in  private  practice  do  not  have.  That  is,  by  the  time  we 
get  a  case,  it  deals  with  the  law  of  several  years  past. 

The  Chairman.  Yes. 

Judge  Chabot.  If  the  case  goes  to  trial,  we  will  get  post-trial 
briefs.  We  will  get  pre-trial  memoranda.  And  we  have  two  law 
clerks  to  assist  us.  So  we  do  not  have  to  deal,  in  almost  all  in- 
stances, we  do  not  have  to  deal  with  the  law  immediately  after  it 
is  enacted.  We  do  not  have  to  deal  with  the  law  basically  by  our- 
selves. 

Having  said  that,  I  must  nevertheless  add  that  it  is  increasingly 
the  case  that  we  run  into  parts  of  the  law  that  we  find  very  dif- 
ficult to  understand.  The  approaches  of  the  decisionmaking  process 
is  getting  more  complicated  in  part  because  there  are  more  detailed 
things  that  the  Congress  is  trying  to  do  with  regard  to  particular 
pieces  of  legislation. 

It  is  getting  more  complicated  because  of  provisions  in  the  law 
that  are  immediately  examined  by  people  on  the  outside  that  want 
to  package  ways  in  which  their  clients,  or  people  that  they  hope  to 
become  their  clients,  can  escape  the  intended  objectives  of  the  stat- 
ute. 

When  I  first  came  onto  the  Joint  Committee  staff,  Senator  Doug- 
las was  forever  complaining  about  the  problem,  that  it  seemed  to 
him  many  of  the  most  inventive  minds  in  the  country  were  private 
tax  lawyers  who  are  devoting  enormous  efforts  at  trying  to  avoid 
taxation  for  their  clients  and  would  it  not  be  wonderful  for  the 
country  if  somehow  all  of  that  brain  power  could  be  harnessed  to 
constructive  ends. 

But  the  result  is  that  the  efforts  then  to  deal  with  the  problems 
that  are  presented  by  those  who  are  tr3ring  to  package  various  pro- 
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posals  for  their  clients  causes  the  law  to  get  even  more  com- 
plicated. 

We  deal  with  the  matters  as  best  we  can  to  decide  the  cases  be- 
fore us.  But  there  is  no  question  that  the  more  different  rules  you 
have  in  a  statute,  the  more  likely  it  is  that  not  only  the  statute  will 
be  complicated,  but  that  the  responses  of  outsiders  will  be  com- 
plicated. Then  your  next  revisiting  of  that  area  will  get  even  more 
complicated  as  you  try  to  deal  v*dtn  what  the  people  on  the  outside 
have  done  with  what  you  did  last  time  around. 

The  Chairman.  So  the  answer  is  yes? 

Judge  Chabot.  The  answer  is  yes.  And  unless  there  is  an  effort 
to  factor  in  a  simplification  approach  in  the  things  that  you  do,  the 
answer  will  continue  to  be  yes. 

The  Chairman.  Will  continue  to  be. 

Yes.  I  do  not  know  if  you  are  familiar  with  a  young  professor  at 
Greorgetown,  Professor  of  Law,  Robert  Katzman.  He  has  been  work- 
ing hard  at  this  question  of  how  does  the  judicial  branch  commu- 
nicate with  the  legislative  branch.  We  need  to  do  something  like 
that. 

We  cannot  just  keep  churning  out  1,500  page  laws  and  getting 
no  Eoiswer  back.  And  you  make  the  point  that  there  is  the  interven- 
ing phenomenon  of  K  Street,  as  it  were.  But  when  it  becomes  the 
point  when  the  tax  laws  are  uniquely  the  prey  or  province,  as  you 
like,  of  those  who  can  afford  very  expensive  lawyers,  then  it  begins 
to  be  a  question  of  what  is  going  on  here.  You  sire  going  to  get  two 
levels  of  equity  I  think. 

I  was  just  saying  to  the  journalists  who  were  covering  the  nomi- 
nation of  the  Social  Security  Commissioner  that  there  is  an  atti- 
tude in  the  Social  Security  Administration  that,  you  know,  if  you 
want  an  annual  statement,  if  you  want  a  statement  of  what  your 
contributions  have  been  and  what  your  benefits  will  be,  you  can  get 
one  by  writing. 

I  found  myself  sajring,  if  Francis  Perkins  heard  that,  she  would 
get  very  upset.  She  said,  I  want  that  information  to  go  to  people 
who  cannot  write.  I  mean,  we  know  that  college  graduates  can  fig- 
ure that  all  out,  how  to  send  a  letter  to  Washington  and  get  an  an- 
swer. What  about  that  cleaning  wom£in  who  does  not  have  an  elec- 
tric typewriter  at  home?  She  is  the  one  who  most  needs  to  know 
what  her  benefits  are. 

Mr.  Rostenkowski  has  talked  a  lot  about  general  simplification 
initiative  in  the  Tax  Code  £uid  we  may  yet  get  to  it.  As  soon  as  Joe 
Gayle  has  the  time.  But  maybe  you  could  think  about  that,  maybe 
you  could  give  it  some  thought  in  your  spare  time  and  take  back 
to  your  colleagues  just  this  inquiry  from  the  Chairman  of  the  Fi- 
nance Committee.  Is  there  some  way  we  could  get  to  know  each 
other's  views  a  little  better?  Or  more  importantly,  if  we  could  learn 
more  of  your  views. 

It  may  be  that  in  an  opinion  you  could  address  this  subject  so 
we  can  read  what  you  think.  Is  that  possible? 

Judge  Chabot.  Well,  there  have  been  times  in  the  past  when  we 
have  put  such  views  in  opinions  and  the  Congress  has  indeed  paid 
attention. 

I  recall  the  series  of  opinions  that  gave  rise  to  the  innocent 
spouse  legislation,  where  the  court  stated  in  case  after  case  this  pe- 
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titioner  that  is  before  us  was  the  spouse  of  the  person  who  received 
the  money,  often  these  were  embezzlement  situations,  what  have 
you,  had  no  knowledge.  But  the  embezzler  is  off  to  prison,  has  no 
estate  or  what  have  you,  and  this  person  signed  the  tax  return,  a 
joint  return,  and  has  liability.  That  is  the  way  it  is  under  the  law. 
But  the  Congress  may  want  to  consider  whether  it  should  change 
the  law. 

The  Chairman.  Yes. 

Judge  Chabot.  We  have  done  that  at  times.  We  have  generally 
felt  that  apart  from  procedural  matters  it  was  regarded  as  inappro- 
priate for  judges  to  comment  on  the  law.  But  I  think  that  proce- 
dural questions,  what  we  perceive  difficulties  of  judicial  adminis- 
tration of  laws,  would  be  appropriate  for  us  to  comment  on. 

One  of  the  problems,  of  course,  is  that  legislation  proceeds  at 
such  a  pace  that  almost  never  is  there  an  opportunity  for  us  to  di- 
gest what  is  happening,  to  evaluate,  and  make  comments  on  the 
legislation  before  it  is  enacted.  But  certainly  to  the  extent  there  are 
things  we  perceive  in  the  law  that  has  been  enacted,  that  we  might 
make  suggestions  about,  I  will  bring  that  back  to  my  colleagues 
and  we  may  do  it  by  individuals  expressing  their  views  in  opinions 
or  by  the  court  making  suggestions  to  the  committee. 

The  Chairman.  Will  you  do  that,  sir? 

Judge  Chabot.  Yes,  sir. 

The  Chairman.  Our  chief  tax  counsel,  of  course,  if  Mr.  Gayle.  It 
would  interest  us  and  it  would  be  a  useful  development.  I  do  not 
want  it  to  anything  more  than  very  general. 

Judge  Chabot.  I  just  want  to  get  back  to  a  comment  I  made  be- 
fore. We  are  just  now  getting  significant  numbers  of  cases  that  in- 
volve the  Tax  Reform  Act  of  1986.  So  by  the  time  we  get  to  see  the 
problems,  we  are  really  well  down  the  road. 

The  Chairman.  Right.  And  yet,  this  may  be  a  useful  opportunity 
because  when  it  takes  Irwin  Griswold  95  hours  to  fill  out  his  in- 
come tax,  the  time  has  come  to  say  stop. 

Judge  Chabot.  I  have  also  tried  to  and  have  thus  far  succeeded 
in  making  it  a  point  to  do  my  own  tax  returns  because  I  feel  that 
is  the  only  way  that  I  can  appreciate  what  the  person  in  front  of 
me,  the  Petitioner  in  the  various  cases,  has  gone  through.  I  feel 
that  I  will  miss  that  if  I  simply  bundle  up  my  stuff  and  send  it  to 
an  accountant. 

The  Chairman.  Right.  I  think  the  better  part  of  discretion  is  not 
to  ask  how  long  it  takes  you. 

Judge  Chabot.  It  takes  a  long  time. 

The  Chairman.  A  long  time.  That  is  more  than  adequate.  Thank 
you  very  much,  Your  Honor. 

For  your  own  information,  we  will  have  a  quorum  in  our  commit- 
tee tomorrow  and  we  will  proceed  to  report  our  your  nomination 
which  will  be  unanimously  confirmed  by  the  U.S.  Senate  next  week 
and  you  can  get  on  with  your  commitment  to  the  Tax  Court. 

Our  best  regards  to  your  colleagues.  Again,  we  thank  you  for  a 
distinguished  career  in  public  service  that  has  only  just  begun. 

Judge  Chabot.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Now,  we  are  thanking  our  reporter  for  her  lami- 
nated Social  Security  card,  as  well  as  everj^thing  else.  We  will  close 
our  hearing. 

[Whereupon,  at  11:56  a.m.,  the  hearing  was  adjourned.] 
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Prepared  Statement  of  Herbert  L.  Chabot 

Mr.  Chairman,  Members  of  the  Committee.  Thank  you  for  this  opportunity  to  ap- 
pear today  before  the  Committee. 

The  last  time  I  sat  in  a  witness  seat  here  was  15  years  ago,  when  I  was  first  nom- 
inated to  the  Tax  Court.  For  the  13  years  before  that,  I  sat  in  one  or  another  of 
the  chairs  behind  the  Members,  as  a  staffer  on  the  Joint  Tax  Committee.  Mv  work 
in  that  capacity  dealt  with  much  of  the  legislation  fi"om  the  Excise  Tax  Reduction 
Act  of  1965,  through  the  1969  legislation  that  took  the  Tax  Court  out  of  the  Execu- 
tive Branch  and  moved  it  into  tne  Legislative  Branch  under  Article  I  of  the  Con- 
stitution, and  to  the  creation  of  the  Black  Lung  Disability  Trust  Fund  in  1978. 

My  work  on  the  Tax  Court  is  reflected  in  my  opinions,  including  occasional  dis- 
senting and  concurring  opinions  in  cases  reviewed  by  the  entire  Tauc  Court.  My  only 
opinion  that  was  reviewed  by  the  Supreme  Court  was  in  Cottage  Savings  Associa- 
tion v.  Commissioner,  which  allowea  deductions  for  losses  suffered  in  mortgage 
swaps  arrangements.  The  Court  of  Appeals  for  the  Sixth  Circuit  reversed,  holding 
that  the  claimed  deductions  were  not  allowable.  The  Supreme  Court,  in  turn,  re- 
versed the  Court  of  Appeals,  and  allowed  the  deductions.  My  work  at  the  Tax  Court 
includes  chairing  our  Rules  Committee,  membership  on  our  Legislative  Committee, 
dealing  with  our  Court  Library,  and  participating  in  our  Continuing  Legal  Edu- 
cation Program  for  the  Court's  law  clerks.  And,  on  the  subject  of  law  clerks,  one  of 
my  earliest  law  clerks  has  had  distinguished  service  on  your  Committee's  staff  for 
more  than  7  years.  I  refer  to  Ms.  Lindy  Paull,  who  came  to  the  Committee's  staff 
after  2  years  as  my  law  clerk  and  then  almost  4  years  of  private  practice  with  Suth- 
erland, Asbill  &  Brennan. 

Mr.  Chairman,  you  have  my  biography,  so  there  is  no  point  in  reciting  any  of  it. 
I  shall,  of  course,  do  my  best  to  respond  to  any  questions  or  comments  that  you  or 
any  of  the  other  Members  may  have. 

Attachments. 
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^^^  -  1   1993  /^ 

J^^l^ma/e  Herbert  ..  cna^t,  o.  Maryland, 
to  be  a  Judge  of  the  United  States  Tax  Court  for  a  term 
expiring  fifteen  years  after  he  takes  office. 


(Reappointment) 


inilli»i ).  CUKIQH 


MEMORANDUM  TO: 

FROM; 

TO: 


Committee  on  Finance,  United  States  Senate 

Herbert  L.  Chabot 

Nomination  for  Reappointment  as 
Judge,  United  States  Tax  Court; 
Responses  to  S.F.C.  Questionnaire 

A.   BIOGRAPHICAL 


1 .  Name :       HERBERT  L .  CHABOT 

2.  Home:       14104  Bauer  Drive 

Rockville,  Md.  20853 
301/  871-7448 

Office:     United  States  Tax  Court 
400  — 2d  Street,  N.  W. 
Washington,  D.  C.  20217 
202/  606-8930 

3.  Born:       July  17,  1931 

Bronx  County,  New  York  State 

4.  Married     Wife:  ALEEN  CHABOT 

(Maiden  name:  ALEEN  CAROL  KERWIN) 
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5.  Children:   ELLIOT  CHARLES  CHABOT--38 

DONALD  JEROME  CHABOT--32 
LEWIS  AARON  CHABOT — 3  2 
NANCY  JO  CHABOT--31 

6.  Education: 

Stuyvesant  High  School  1945-1948 

New  York,  N.Y. 

C.C.N. Y.  1948-1952 

New  York,  N.Y.  B.A. 

Columbia  University  Law  School       1952-1953,  1955-1957 
New  York,  N.Y.  LL.B 

Georgetown  University  Law  School     1961-1964 
Washington,  D.  C.  LL.M 

7.  Employment  record: 

1952  (summer):   Mt .  Sinai  Hospital;  N.Y.,  N.Y.;  accounting, 

payroll  ajid  other. 
1953-1955:       U.S.  Army,  Ord.  Corps,  Guided  Missiles. 
1955-1963:       U.S.  Army  reserve.  Civil  Affairs  (1955-1961: 

N.Y.,  N.Y.;  1961-1963:  Riverdale,  Md.). 

1955  (summer):   Bible  sales;  N.Y,,  N.Y.,  commission  sales. 

1956  (summer):   U.S.  Attorney,  S.D.N.Y.,  paid  intern. 
1957-1960:       American  Jewish  Congress;  N.Y.,  N.Y.; 

attorney.  Commission  on  Law  and  Social 

Action. 
1960-1961:       Misc.  private  practice. 
1961-1965:      U.S.  Tax  Court;  attorney-advisor  to  Judge 

Russell  E.  Train. 
1965-1967,  1968-1978:  U.S.  Congress,  Joint  Comm.  on  Taxation; 

positions  from  staff  attorney  to  Assistant 

Chief  of  Staff. 
Sept.  1967  -  Jan.  1968:  Maryland  Constitutional  Convention; 

elected  delegate  from  Montgomery  County,  Md. 
1974-1984:       Adjunct  professor,  George  Washington 

University  National  Law  Center. 
1978  -  present:  U.S.  Tax  Court,  Judge  (since  April  2,  1993, 

Sr.  Judge  recalled  to  active  service  under 

subsection  {b)(3)  and  (c)  of  section  7447). 

8.  Government  experience:   see  item  7. 

9.  Memberships: 

American  Association  of  Retired  Persons 

American  Automobile  Association 

American  Bar  Association 

American  Jewish  Congress 

Aspen  Hill  Civic  Association  (Montgomery  County,  Md. ) 

Association  of  Reform  Zionists  of  America 

B'nai  B'rith 

C.C.N. Y.  Alumni  Association 

Columbia  Law  School  Alumni  Association 

Consumers  Union 

Federal  Bar  Association 

Group  Health  Association 

Temple  Shalom  (Chevy  Chase,  Md. ) 

The  Planetary  Society 
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10.   Political  affiliations  and  activities: 

Montgomery  County,  Md.  (1)  registered  voter,  (2)  enrolled  in 
Democratic  Party. 

Because  of  Code  of  Judicial  Conduct,  my  only  political 
activity  since  1978  has  been  to  vote. 


11  . 

12. 

13. 


Honors  and   Awards : 


1948-1952: 

Scholarship 

1952-1953: 

Scholarship 

(1955-1957: 


New  York  State  Regents 
Columbia  Law  School 


GI  Bill) 


Published  writings:   None,  apart  from  Tax  Court  opinions. 

Speeches:  August  1990:  Presentation  to  Tauc  Section  of 
American  Bar  Association  relating  to  1990 
revisions  to  Tax  Court  Rules  of  Practice  and 
Procedure . 

November  1990:   (3  days)  Scholar-in-Residence, 
Case  Western  Reserve  University,  Cleveland,  Ohio; 
various  topics  relating  to  Tax  Court  amd  tax 
legislative  process. 

Various  times:  Tzlx  Court  Continuing  Legal 
Education  prograun  for  Tax  Court  law  clerks;  nature 
and  uses  of  legislative  history. 

14.   Qualifications:   I  have  been  a  Judge  of  the  Tax  Court  since 
April  3,  1978.   For  the  13  years  before  then  I  served  the 
Congress  as  a  member  of  the  staff  of  the  Joint  Committee  on 
Taxation,  and  so  I  understand  how  the  tax   legislative  decisions 
are  made,  how  the  statutory  language  is  drafted,  auid  how  the 
legislative  history  is  documented. 


r 


Herbert  L.  Chaibot 
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Prepared  Statement  of  Shirley  Sears  Chater 

Good  morning,  Chairman  Moynihan,  Senator  Packwood,  and  Members  of  the 
Committee. 

I  am  honored  to  appear  before  you  today  as  President  Clinton's  nominee  to  serve 
as  Commissioner  of  tne  Social  Secvirity  Administration.  I  bring  to  this  hearing  a 
deep  sense  of  gratitude  to  the  President  and  Secretary  Shalala  for  the  confidence 
they  have  placed  in  me.  I  bring  a  profound  respect  for  the  history,  the  magnitude 
and  the  responsibilities  of  the  institution  that,  if  confirmed,  I  will  have  the  privilege 
to  lead.  And  I  bring  a  deep  personal  commitment  to  a  task  that  is  vital  to  our  na- 
tion's future  well-being — the  restoration  of  public  faith  in  the  Social  Security  system 
and  the  revitahzation  of  the  Social  Security  Administration  as  a  proud,  top-quality 
provider  of  services  to  the  American  people. 

Before  I  discuss  with  you  my  thoughts  on  the  agency  and  the  role  the  Commis- 
sioner must  play  in  strengthening  the  institution,  I  do  have  some  people  I  would 
like  to  thank  and  acknowledge. 

First,  I  would  Uke  to  say  now  much  I  appreciate  the  members  of  the  Texas  con- 
gressional delegation  who  have  joined  me  today— Senators  Gramm  and  Hutchison 
and  Representatives  Pickle  and  Sarpalius — ^for  their  support  and  their  generous 
praise. 

I  would  also  like  to  thank  my  family  and  friends  for  flying  here  from  Texas  and 
elsewhere  to  be  with  me  here  today. 

And,  fmally,  Mr.  Chairman,  I  would  Uke  to  thank  you  and  the  other  members  of 
the  Finance  Committee  who  took  time  from  your  busy  schedules  to  meet  with  me 
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prior  to  this  hearing,  to  discuss  with  me  your  interests  and  concerns,  and  to  offer 
welcome  words  of  encouragement.  If  confirmed,  I  pledge  to  work  closely  with  you 
and  all  members  of  Congress  on  the  many  challenges  racing  Social  Security  in  the 
years  ahead.  Most  especially  I  want  to  thank  you,  Mr.  Chairman,  for  scheduling  this 
Hearing  at  a  time  when  my  family  could  be  present.  It  means  a  great  deal  to  them 
and  to  me. 

Since  the  day  President  Clinton  and  Secretary  Shalala  asked  me  to  accept  this 
nomination,  I  have  thought  long  and  hard  about  the  mission  of  the  Social  Security 
Administration  and  the  role  the  Commissioner  can  play  in  setting  a  course  for  the 
future.  I  believe  that  the  next  Commissioner  must  bring  to  the  position  not  only  ex- 
cellent management  and  leadership  skills,  but  also  a  firm  resolve  to  strengthen  both 
the  institution  and  the  programs  it  administers. 

I  have  spent  my  entire  adult  life  in  public  service  and  have  never  been  one  to 
view  leadership  as  a  monolithic  quality.  To  be  an  effective  leader,  one  has  to  wear 
several  hats,  and  that  is  certainly  the  case  at  the  Social  Security  Administration. 

If  confirmed  as  Commissioner,  I  intend  to  be  both  an  educator  and  a  persuader, 
as  well  as  a  consensus  builder.  As  a  teacher,  a  college  president  and  the  chair  of 
Governor  Richards'  Health  Policy  Task  Force  in  Texas,  I  have  worked  hard  to  shed 
light  on  complex  issues  and  to  build  a  public  consensus  on  solutions  to  support  vital 
programs.  And  that  is  very  much  what  Social  Security  needs  right  now. 

As  you  know,  there  is  a  distinct  and  disturbing  lack  of  public  confidence  in  the 
Social  Security  system.  According  to  a  recent  survey  by  the  American  Council  of  Life 
Insurance,  fifty-six  percent  of  the  respondents  expressed  a  lack  of  confidence  in  the 
Social  Security  system.  Moreover,  Mr.  Chairman,  the  survey  showed  that  confidence 
in  the  system  has  been  steadily  decUning  over  tne  past  seven  years.  Data  fi'om  an- 
other survey,  one  sponsored  by  the  1991  Advisory  Council  on  Social  Security,  indi- 
cated that  over  two-thirds  of  respondents  with  a  college  degree  did  not  believe  that 
Social  Security  would  have  money  to  pay  them  when  they  retire.  Clearly,  this  idea 
of  forthcoming  insolvency  has  taken  root  in  the  public  psyche  and  it  must  be  ad- 
dressed. 

The  Commissioner  of  Social  Security  must  be  an  active,  ardent,  and  forceful  voice 
in  educating  the  American  public  as  to  the  value  of  Social  Security  protection  to  in- 
dividuals and  families,  now  and  in  the  future.  We  must  work  to  turn  public  opinion 
around  before  eroding  public  confidence  in  Social  Security  is  transformed  into  popu- 
lar support  for  measures  that  could  diminish  the  system's  effectiveness  and  endan- 
ger the  finamcial  security  of  millions  of  Americans. 

Mr.  Chairman,  if  confirmed,  I  intend  to  work  closely  with  you  and  the  other  stead- 
fast and  knowledgeable  advocates  of  Social  Security  on  this  Committee  to  achieve 
broader  public  understanding  and  support  for  the  system.  Your  perspective  rep- 
resents a  valuable  resource  which  I  intend  to  utilize  fully. 

Mr.  Chairman,  beyond  the  need  to  be  an  educator,  the  Commissioner  must  also 
be  an  effective  manager  and  a  strong  administrator.  An  agency  with  65,000  employ- 
ees, 1,300  offices  and  over  40  million  beneficiaries  needs  strong  leadership  at  the 
top.  This  is  particularly  true  at  a  time  when  SSA's  ability  to  provide  swift,  accurate 
service  to  its  claimants  and  beneficiaries  has  been  hampered  by  an  explosive  growth 
in  benefit  claims,  particularly  in  the  disability  area,  by  a  drastic  reduction  in  per- 
sonnel during  the  1980'8,  and  by  budgets  that  have  not  grown  at  a  rate  commensu- 
rate with  growth  in  workloads.  If  I  am  confirmed,  I  will  never  go  to  the  American 
people  and  say,  "I'm  sorry,  but  long  delays  and  errors  are  unavoidable  because  we 
don  t  have  enough  money  to  do  better."  In  my  management  style,  excuses  are  unac- 
ceptable and  surrendering  to  problems  is  intolerable. 

As  President  of  Texas  Woman's  University,  I  managed  a  large  and  diverse  public 
institution  that  faced  many  of  the  same  administrative  challenges  that  the  Social 
Security  Administration  faces  today — competing  and  escalating  service  demands, 
limited  resources  with  which  to  meet  those  demands,  and  high  expectations  from 
the  public  and  the  legislature.  We  were  able  to  meet  those  challenges  by  making 
the  most  efficient  and  productive  use  of  the  resources  we  had.  Over  a  five-year  pe- 
riod, we  increased  student  enrollment  at  the  University  by  over  20  percent  and  pro- 
vided significantly  more  services  with  no  corresponding  increase  in  our  operating 
budget. 

Now,  I'm  not  saying  that  administering  a  university  is  the  same  as  managing  one 
of  America's  largest  government  agencies.  But  there  are  certain  principles  in  com- 
mon. You  experiment  with  innovative  new  approaches.  You  try  different  techniques 
for  getting  the  work  done  better  and  faster.  You  look  for  obsolete  policies  and  proce- 
dures that  can  be  changed  to  save  time  and  money.  You  determine  how  best  to  use 
new  technologies  to  enhance  and  expand  your  service  capabilities. 

I  intend  to  be  very  personally  involved  in  the  technological  evolution  of  SSA.  In 
an  agency  that  serves  people  through  more  than  1,300  installations  in  cities  and 
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towns  throughout  this  country,  we  must  have  not  only  service  excellence  but  also 
service  equity.  Whether  a  claimant  lives  in  Brooklyn,  New  York  or  Portland,  Or- 
egon, that  person  should  receive  service  that  is  equally  responsive,  swift  £md  accu- 
rate. Developing  a  more  effective  computer  network  to  share  information  and  dis- 
tribute work  among  all  of  our  offices  is  one  way  to  help  achieve  that  uniform  service 
excellence. 

To  achieve  lasting  excellence,  however,  a  good  manager  doesn't  rely  solely  on  tech- 
nology. You  must  do  everything  you  can  to  motivate  the  most  valuable  resources  you 
have,  the  people  who  work  with  you. 

In  the  past  few  weeks,  I've  begun  to  meet  some  of  the  people  who  make  up  the 
Social  Security  Administration,  "rhe  employees  I  have  met  impress  me  as  dedicated 
individuals  who  are  committed  to  the  mission  of  their  agency.  They  care  deeply 
about  the  quality  of  service  they  offer  to  the  public,  and  they  want  to  work  closely 
with  the  leadership  of  the  Agency  to  seek  creative  solutions  to  SSA's  problems.  I 
am  eager  to  put  the  talents  of  this  team  to  use,  and  I  have  no  doubt  that  we  can 
and  wul  make  meaningful  progress  together. 

I  wiU  also  promise  you,  Mr.  Chairman,  a  very  strong  management  team  at  SSA. 
You  already  know  Larry  Thompson,  who  has  been  serving  as  Acting  Commissioner 
and  will  become  Principal  Deputy  if  I  am  confirmed.  His  depth  of  knowledge  about 
Social  Security  and  his  years  of  experience  in  working  with  SSA  programs  will  be 
invaluable  to  us  as  we  begin  to  solve  the  complex  problems  we  face. 

We  also  have  a  tremendous  leader  and  advocate  in  Secretary  Donna  Shalala.  She 
is  committed  to  restoring  the  public's  faith  in  Social  Security  and  will  continue  to 
seek  the  resources  necessary  for  SSA  to  meet  the  tough  challenges  that  lie  ahead. 
I  know  that  the  Agency  will  benefit  a  great  deal  from  her  leadership,  her  energy, 
and  her  deep  personal  commitment  to  make  government  work  better  for  the  people 
we  serve. 

Finally,  Mr.  Chairman,  I  believe  that  the  Social  Security  Commissioner  must  be 
an  advocate — an  advocate  for  the  elderly,  for  people  with  disabilities,  for  families 
who  have  lost  a  wage-eeuner,  and  for  the  people  who  are  going  through  trying  times 
and  need  Supplemental  Security  Income. 

Social  Security  has  a  marvelous  story  to  tell.  This  agency  does  much  more  than 
just  write  and  mail  checks.  It  enriches  lives  and  gives  people  a  sense  of  security. 
In  some  cases,  it  offers  a  chance  for  a  new  beginning. 

We  talk  a  lot  these  days  about  finding  ways  for  people  to  become  more  independ- 
ent. I've  always  believed  that  in  order  for  people  to  reach  higher,  you  must  provide 
a  strong  foundation  from  which  to  start.  At  'Texas  Woman's  University,  we  created 
a  program  for  single  mothers  that  provided  educational  opportunities  and  encour- 
aged economic  independence.  We  also  launched  the  "TWU  Cares"  clinic  to  provide 
free  health  care  and  educational  services  to  low-income  families.  We  did  this  not  to 
make  people  dependent  on  the  University,  but  to  provide  the  basic  support  they 
needed  to  Decome  independent  and  to  lead  self-fulfilling  lives. 

The  Social  Security  Administration  can  do  this  as  well.  We  can  and  must  help 
persons  with  disabilities  get  rehabilitative  services  so  they  may  take  their  rightful 
place  in  the  working  world.  We  can  use  Supplemental  Security  Income  to  help  peo- 
ple whose  lives  have  been  spiraling  downward  to  stabilize  themselves  and  start  on 
the  road  to  a  better  life.  We  can  give  children  with  disabilities  and  their  families 
hope  for  a  brighter  future.  The  Commissioner  of  Social  Security  has  the  opportimity 
to  De  an  advocate  for  many  people  who  need  a  well-placed  ally,  and  I  intend  to  make 
the  most  of  that  opportunity.  Mr.  Chairman,  I  hope  that  I  have  offered  a  glimpse 
of  the  leadership  and  vision  that  I  would  bring  to  the  position  of  Commissioner  of 
the  Social  Security  Administration.  I  would  like  to  offer  one  last  thought  before  I 
conclude.  I  want  the  members  of  this  Committee  to  know  that,  should  I  be  con- 
firmed, I  will  consider  this  position  one  of  high  honor,  and  one  that  I  wUl  be  privi- 
leged to  occupy.  And  I  want  you  to  know  that  I  plan  on  unpacking  my  bags  and 
staying  for  quite  a  while.  There  is  a  lot  of  work  to  do.  It  won't  be  done  overnight. 
And  it  has  always  been  my  practice  to  never  leave  a  task  unfinished. 

Thank  you  for  the  opportunity  to  appear  before  you  today,  and  I  will  be  pleased 
to  answer  any  questions  that  you  may  have. 
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OUTLINE  OF  INFORMATION  REQUESTED  OF  NOMINEES 
A.   Biographical  Information 

1.  Name:   Shirley  Sears  Chater 

2.  Address:   610  East  University  Drive,  Denton,  Texas  76201 

3.  Date  and  place  of  birth:    July  30,  1932;  Shamokin, 
Pennsylvania 

4.  Martial  Status:   Married  (1959)  Norman  L.  Chater 

5.  Number  and  Ages  of  Children:  Cris,  daughter,  32;  Geoff, 
son,  30 

6 .  Education: 

Hospital  of  the  University  of  Pennsylvania,  Philadelphia 
School  of  Nursing,  1950-1953,  Diploma  in  Nursing,  June 
1953 

University  of  Pennsylvania,  Philadelphia,  1953-1956,  B.S., 
Nursing,  June  1956 

University  of  California,  San  Francisco,  1957-1960,  M.S., 
Nursing,  June  1960 

University  of  California,  Berkeley,  1960-1964,  Ph.D., 
Education,  June  1964 

Massachusetts  Institute  of  Technology,  Sloan  School  of 
Management,  Senior  Executive  Program,  1982,  Certificate, 
November  1982 

7.  Employment  Record: 

Clinical  Instructor  in  Nursing  Hospital  of  the  University 
of  Pennsylvania,  Philadelphia,  July  1953-1956 

Private  Duty  Nursing,  Part-time;  Franklin  Hospital,  San 
Francisco  and  Alta  Bates  Hospital,  Berkeley,  California 
1958  -  June  1964 

Assistant  Professor,  Department  of  Social  and  Behavioral 
Sciences,  School  of  Nursing,  University  of  California,  San 
Francisco  and  Assistant  Professor,  School  of  Education, 
University  of  California,  Berkeley,  July  1964  -  June  1968 

Associate  Professor,  Department  of  Social  and  Behavioral 
Sciences,  School  of  Nursing,  University  of  California,  San 
Francisco  and  Associate  Professor,  School  of  Education, 
University  of  California,  Berkeley,  July  1968  -  June  1973 
Professor,  Department  of  Social  and  Behavioral  Sciences, 
School  of  Nursing,  University  of  California,  San  Francisco 
and  Professor,  School  of  Education,  University  of 
California,  Berkeley,  July  1973  -  September  1982 

Assistant  Vice  Chancellor,  Academic  Affairs,  University  of 
California,  San  Francisco,  July  1974  -  June  1977 

Vice  Chancellor,  Academic  Affairs,  University  of 
California,  San  Francisco,  July  1977  -  September  1982 

Council  Associate,  American  Council  on  Education,  Division 
of  Academic  Affairs  and  Institutional  Relations, 
Washington  DC,  December  1982  -  August  1984 

Senior   Associate,   Presidential   Search   Consultation 
Services,  Association  of  Governing  Boards  of  Universities 
and  Colleges,  Washington  DC,  September  1984  -  September 
1986 
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President,  Texas  Woman ' 3  University,  Denton,  Dallas,  and 
Houston,  Texas,  October  1986  -  present. 

8.  Government  Experience: 

Federal:   Dallas  Regional  Panel  Member  for  President's 

Commission  on  White  House  Fellowships,  1992  and  1993 

Consultant,  Department  of  Health,  Education  and 
Welfare,  Bureau  of  Health  Resources  Development, 
Health  Resources  Administration,  regarding  doctoral 
level  manpower  needs  in  nursing,  1974 

Consultant,  National  Research  Council ,  Commission  on 
Human  Resources,  Department  of  Health,  Education  and 
Welfare,  regarding  health  services  research  and 
evaluation,  1974 

State:  Texas  Health  Policy  Task  Force,  Chair;  appointed  by 
Governor  Ann  Richards,  November  1991  -  January  1993 

Testimony  to  Texas  Legislature  at  request  of 
Governor's  staff  to  urge  passage  of  health-related 
bills,  January  1993  -  May  1993 

Local:  San  Francisco  Comprehensive  Health  Planning  Council, 
Advisory  Committee,  1971  -  1973.  Board  of  Directors, 
1969  -  1970 

9 .  Membership 

Institute  of  Medicine,  National  Academy  of  Sciences 

American  Nurses  Association 

American  Academy  of  Nursing 

California  Nurses  Association 

Supporting  Member,  Texas  Democratic  Party 

League  of  Women  Voters 

Sigma  Theta  Tau 

Phi  Kappa  Phi 

Iota  Omega 

Golden  Key  National  Honor  Society 

Alumnae  Association,  University  of  Pennsylvania 

Alumnae  Association,  University  of  California,  San 

Francisco 

Alumnae  Association,  University  of  California,  Berkeley 

Susan  G.  Komen  Breast  Cancer  Foundation  (National  Advisory 

Committee,  member) 

United  Way  of  America  (Personnel  Committee,  member) 

United  Way,  Denton  (Board  Member) 

Chamber  of  Commerce,  Denton,  Texas 

Greater  Denton  Arts  Council 

The  Charter  100  of  Dallas 

The  Dallas  Forum 

Leadership  American  (National  Advisory  Committee,  member) 

10.  Political  Affiliation  and  Activities 

A.  Memberships/Offices  Held  in  Political  Parties 
1986-Pre3ent :  Party  Affiliation,  Independent 
1983-1986    :  Party  Affiliation,  Republican 

B.  Financial  Contributions  to  Members  of  the  Texas 
Legislature;  Governor;  Lt .  Governor 

1993     Ann  Richards        $100. 
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1992 


1991 


1990 


Ann  Richards 

$100. 

Bob  Glasgow 

$150. 

Jim  Rudd 

$200. 

John  Mont ford 

$200. 

Lena  Guerrero 

$150. 

Ric  Williamson 

$100. 

Bob  Bullock 

$100. 

Carl  Parker 

$100. 

Bob  Bullock 

$1,000. 

Eddie  B.  Johnson 

under  $100. 

Gonzalo  Barrientos   $100. 
Steve  Carriker      $100. 


Bob 

Glasgow 

$150. 

Ann 

Richards 

$100. 

Jim 

Rudd 

$100. 

1989    None  according  to  current  files 

1988-    No  files  available 
1983 

11.   Honors  and  Awards 

1.  Florence  Nightingale  Award  for  Highest  Achievement  in 
School  of  Nursing  Program,  Hospital  of  Pennsylvania, 
1953 

National  League  for  Nursing  Special  Fellowship  for 
Graduate  Training,  1958-1960 

United  States  Public  Health  Service  Pre-Doctoral 
Fellowship,  1960-1964 

Elected  to  American  Academy  of  Nursing,  1974 

Distinguished  Alumnae  Award,  University  of 
Pennsylvania,  School  of  Nursing,  1975 

Distinguished   Alumnae   Award   for   National   and 
International  Contributions  in  Nursing  Education, 
Hospital  of  the  University  of  Pennsylvania,  School  of 
Nursing,  1976 

Women's  Forum  West  (Bay  Area  Distinguished  Women, 
membership  100) 

Sigma  Theta  Tau,  Honor  Society 

Institute  of  Medicine  of  the  National  Academy  of 
Sciences,  elected  1982 

Honorary  Doctor  of  Letters  from  Baiko  Jo  Gakuin 
College,  Japan,  1992 

12.    Published  Writings:   Please  see  attached  bibliography 
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NOTE:   Because  I  speak  from  notes  amd  not  written  texts, 
I  do  not  have  copies  of  my  speeches. 

14.   Qualifications 

In  one  way  or  another,  I  have  served  the  public  during  my 
entire  career.   In  my  present  position  as  President  of  a 
university,   I  have  provided  leadership  for  out-reach 
programs  that  have  become  models  which  other  institutions 
emulate.    For  example,  our  program  for  single  mothers 
encourages  economic  independence  for  the  mothers  and 
provides  educational  programs  for  the  children.   Our  TWU 
Cares  clinic  in  cooperation  with  HUD  offers  free  health 
care  and  educational  programs  to  women  and  children 
of  low  socio-economic  status,  while  introducing  our 
students  to  programs  of  public  service. 

I  have  strong  administrative  and  interpersonal  skills. 
Utilizing  these  skills  we  successfully  restructured  the 
university  so  that  more  services  are  now  provided  to  our 
constituents  with  the  same  budget  today  as  we  had  five 
years  ago. 
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Working  successfully  during  the  last  two  years  with  Texas 
legislators  and  members  of  the  public  to  study  the  health 
needs  of  our  citizens  provided  firsthand  observation  of 
the  relationship  between  poverty  and  health.  Our  efforts 
led  to  a  report  which  will  serve  as  a  blueprint  for  future 
legislation. 

To  summarize,  I  am  a  people-person  with  a  caring  attitude, 
possessing  strong  interpersonal  skills  together  with 
administrative/management  skills  enabling  me  to  provide 
leadership  for  the  Social  Security  Administration. 


Prepared  Statement  of  Senator  Dave  Durenberger 

Mr.  Chairman,  it  is  with  pleasure  that  I  express  my  support  for  Dr.  Shirley  Sears 
Chater,  who  is  before  us  today  in  connection  with  her  nomination  by  the  President 
to  assume  the  helm  of  the  Social  Security  Administration. 

SSA  is  an  agency  that  touches  perhaps  more  Americans  than  any  other,  in  that 
while  it  receives  taxes  from  everyone  who  works,  it  pays  benefits  to  people  that  even 
the  IRS  leaves  alone. 

An  agency  of  such  reach  needs  a  leader  with  vision,  ability,  and  experience.  I  am 
perfectly  satisfied  that  Dr.  Chater  is  at  the  top  of  her  class  on  each  of  those  counts. 

Dr.  Chater  will  need  to  lead  the  SSA  in  an  era  of  increasing  doubts  about  the 
viability  of  the  Social  Security  system,  in  an  era  of  downsizing  government,  and  in 
an  era  of  tough  choices.  In  her  chosen  field — which  I  characterize  as  "pubhc  service," 
not  "merely"  "higher  education," — she  has  had  to  confront  difficult  decisions,  be  in- 
novative, communicate  well,  and  deal  with  limited  resources. 

Mr.  Chairman,  Secretary  Shalala  and  the  President  are  to  be  congratulated  in  at- 
tracting someone  of  Dr.  Chater's  capability  to  the  difficult  post  which  she  has  been 
nominated.  I  am  confident  that  she  will  be  confirmed  and  look  forward  to  working 
with  her. 


Prepared  Statement  of  Senator  Charles  E.  Grassley 

Mr.  Chairman,  I  am  very  pleased  to  see  Dr.  Chater,  the  nominee  for  the 
Commissionership  of  the  Social  Security  Administration,  before  this  Committee.  As 
you  have  reminded  us  frequently,  Mr.  Chairman,  this  is  a  post  that  has  gone  too 
long  unfilled. 

The  Social  Security  Administration  is  one  of  our  most  important  agencies.  It  ad- 
ministers one  of  the  great  success  stories  of  American  social  policy.  We  need  a 
strong  leader  in  that  post. 

It  seems  universally  conceded  that  she  would  bring  to  the  job  very  strong  manage- 
ment skills.  These  skills  were  developed  as  a  top  administrator  at  large  universities. 
At  her  last  assignment,  she  led  very  great  changes  at  Texas  Woman's  University. 
I  understand  that  she  displayed  great  diplomatic  skills  within  the  university  com- 
munity, and  in  her  dealings  with  the  state  government. 

Strong  managerial  skills  of  the  kind  that  Dr.  Chater  possesses  are  very  much 
needed  at  the  Social  Security  Administration. 

I  suppose  that,  if  there  is  any  weakness  in  Dr.  Chater's  preparation  for  the  job, 
it  is  the  lack  of  experience  with  the  Social  Security  program.  This  is  a  limitation, 
but  probably  not  a  fatal  one.  She  would  be  supported  by  Larry  Thompson  as  her 
primary  deputy.  He  is  one  of  our  leading  experts  on  the  social  security  program.  She 
would  also  learn  the  program  in  time. 

So,  I  am  looking  forward  to  her  testimony  today,  Mr.  Chairman,  and  to  the  ques- 
tioning. At  this  time,  I  am  certainly  incUnea  to  support  her  nomination. 


[Submitted  by  Senator  Daniel  Patrick  Moynihan] 

"Is  THE  Tax  Law  Going  to  Seed?" 

[Aa  delivered  by  Irwin  Grigwold  to  the  American  CoUe^  of  Tax  Counsel,  San  Diego,  CA,  February  5,  1993] 

It  is  a  great  honor  to  be  invited  to  speak  before  this  group  and,  indeed,  to  have 
a  lectureship  established  in  my  name.  I  am  grateful  to  those  of  you  who  have 
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brought  this  about,  and  hope  that  this  may  result  in  a  series  of  lectures  which  will 
help  to  make  our  tax  system  more  understandable  and  workable. 

Obviously,  in  preparing  this  lecture,  my  first  task  was  to  pick  an  appropriate  sub- 
ject. I  might,  for  example,  speak  on  the  subtler  aspects  of  ESOPs,  or  give  a  disquisi- 
tion on  some  other  aspect  of  the  exciting  field  of  deferred  compensation,  or  a  dis- 
?|uisition  on  SLIPS,  SLAPS  or  SLOPS.  Somehow  or  other,  this  is  not  very  appealing, 
t  made  me  think  of  Wordsworth's  words: 

"The  world  is  too  much  with  us;  late  and  soon. 
Getting  and  spending,  we  lay  waste  our  powers." 

So,  I  thought  I  would  find  some  topic  which  is  more  general,  and  not  too  heavy. 
With  this  in  mind,  this  lecture  undertakes  some  broad  comments  on  our  federal  tax 
law,  based  on  my  own  experience.  In  an  informal  way,  I  will  try  to  summarize  how 
it  has  grown,  where  it  is  now,  and  what  its  future  prospects  are.  My  remarks  will 
be  without  the  trappings  of  deep  scholarship.  I  will  often  paint  with  a  broad  brush, 
and  rely  on  personal  experience.  I  may  jest  sometimes,  but  for  the  purpose  of  raising 
questions. 

My  first  contact  with  our  tax  law  came  more  than  sixty-three  years  ago,  when, 
at  the  age  of  twenty-five,  I  became  the  junior  assistant  in  the  Office  of  the  Solicitor 
General  in  the  Department  of  Justice  in  Washington.  I  had  no  background  whatever 
in  tax  law.  I  never  took  a  course  on  taxation,  for  the  simple  reason  that  there  was 
no  such  course  when  I  was  a  student  at  the  Harvard  Law  School.  The  Constitutional 
Law  course  did  deal  in  passing  with  a  few  questions  of  state  taxation,  such  as  those 
arising  under  the  due  process  clause,  and  under  the  interstate  and  foreign  com- 
merce clause.  There  was  no  reference  to  the  Federal  tax  law. 

Shortly  after  I  started  my  work  in  the  Solicitor  General's  Office,  I  noticed  that 
all  of  the  tax  cases  were  being  routed  to  me.  I  thought  seriously  of  going  to  the  So- 
licitor General  and  telling  him  that  I  knew  nothing  about  taxes.  However,  I  soon 
recognized  that  the  better  solution  was  to  go  to  the  library,  and  learn  what  I  could. 
This  led  me  to  make  the  novel  request  that  a  tax  service  be  provided  to  me  for  use 
in  my  office.  Though  this  involved  much  red  tape,  and  several  conferences,  in  due 
course,  the  purchase  was  authorized.  Because  it  was  cheaper,  I  suppose,  the  service 

Frovided  was  that  put  out  by  F*rentice-Hall.  One  consequence  of  this  has  been  that 
have  been  a  Prentice-Hall  man  throughout  my  career. 

As  one  of  the  ancients  said,  "The  times  change,  and  we  chsinge  with  them."  Be- 
cause we  change  with  them,  it  is  sometimes  difficult  to  perceive  that  there  have 
been  changes,  even  major  ones.  It  does  not  take  much  reuection,  though,  to  recall 
that  the  world  today,  is  a  very  different  place  fi-om  what  it  was  in  the  early  days 
of  the  federal  tax  system. 

The  general  federal  income  tax  under  the  Sixteenth  Amendment  became  effective 
on  March  1,  1913,  a  few  days  short  of  eighty  years  ago.  At  the  beginning,  it  was 
very  modest.  The  normal  tax  rate  was  one  percent,  and  the  maximum  rate  of  tax 
was  seven  percent  on  income  in  excess  of  $500,000.  Indeed,  the  first  income  tax  was 
a  rider  added  as  Section  II  of  the  Tariff  Act  of  1913.  During  the  first  World  War, 
tax  rates  rose  steeply  for  a  few  years,  including  an  excess  profits  tax.  But  this  did 
not  last  long.  The  rates  soon  declined,  and  the  courts  became  involved  in  next  dec- 
ade with  a  number  of  overlooked  problems,  such  as  the  taxation  of  the  income  fi"om 
community  property.  Other  cases  which  came  along  in  those  fairly  early  days  in- 
volved the  burning  question  of  the  validity  of  waivers  of  the  statute  of  limitations, 
taxability  of  assignee  income  {Corliss  v.  Bowers,  281  U.S.  376  (1930)),  how  specific 
a  claim  for  refund  must  be  {United  States  v.  Felt  &  Terrant  Mfg.  Co.,  283  U.S.  269 
(1931)),  and  the  tax  effect  of  a  cancellation  of  indebtedness  {United  States  v.  Kirby 
Lumber  Co.,  284  U.S.  1  (1931)).  It  was  fun  to  work  on  these  cases.  There  was  little 
in  the  statute  that  dealt  with  them  and  the  approach  was  on  a  sort  of  conunon  law 
basis. 

It  is  easy  to  forget  the  fact  that  the  country  was,  in  those  days,  a  far  simpler  place 
than  it  is  today — simpler  in  economy  and  simpler  in  social  structure.  Since  that 
time  the  population  has  doubled  and  the  economy,  including  the  gross  national 
product  in  current  dollars,  is  about  ten  times  what  it  was  then.  Moreover,  the  expec- 
tations of  the  people  have  greatly  increased.  Except  for  veterans,  there  were  then 
no  "entitlements."  The  national  debt  was  minimal,  and  there  was  no  appreciable 
problem  about  raising  taxes  to  pay  interest  on  the  outstanding  bonds.  The  early 
19308  included,  of  course,  the  depth  of  the  depression,  which  was  far  more  serious 
than  our  present  situation.  The  Democratic  Administration  was  elected  with  sub- 
stantial talk  about  retrenchment.  I  was  one  of  those  whose  saleiry  was  cut  by  ten 
percent  under  the  third  statute  enacted  in  the  Roosevelt  Administration,  which  was 
entitled  "An  Act  to  Maintain  the  Credit  of  the  United  States."  But  this  soon  changed 
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under  the  influence  of  the  Keynesians,  and  we  moved  into  the  era  of  "tax  and 
spend,"  the  generally  dominant  theme  ever  aince. 

There  was  no  television  in  those  days,  and  radio  was  still  developing.  There  was 
no  air-conditioning.  In  the  Department  of  Justice,  most  of  our  seniors  took  off  for 
Maine  during  the  summer,  and  left  us  young  fellows  pretty  much  in  charge.  I  say 
"fellows,"  because  there  were  very  few  women  lawyers  then.  Major  exceptions  to  this 
were  Mabel  Walker  Willebrant,  who  was  Assistant  Attorney  General  for  the  Tajc  Di- 
vision in  the  Coolidge  Administration,  and  Helen  Carloss,  who  was  the  leading  ap- 
pellate lawyer  in  the  Tax  Division,  and  had  great  influence  on  courts  of  appeals 
throughout  the  country.  There  were  no  black  lawyers  in  the  Department  then.  Our 
only  contact  with  persons  of  African  descent  was  with  the  elevator  operators,  and 
the  man  who  came  au-ound  once  or  twice  a  week  to  shine  shoes.  As  I  recall  it,  the 
charge  was  twenty  cents,  and  we  usually  gave  him  a  quarter. 

The  tax  law  at  that  time  was  enacted  in  full  at  two-year  intervals.  The  income 
tax  provisions  of  the  Revenue  Act  of  1932  occupied  about  seventy-five  pages  in  the 
large  tvpe  of  the  Statutes  at  Large.  However,  in  the  Solicitor  General's  office,  we 
were  always  working  on  cases  which  had  arisen  in  earlier  years.  For  several  years, 
I  think  that  I  was  the  greatest  expert  eu-ound  on  the  Revenue  Act  of  1924.  I  also 
found  that  when  a  stack  of  papers  a  foot  or  so  high  was  put  on  my  desk,  it  was 
a  case  under  the  excess  profits  tax  provisions  of  the  Wartime  Revenue  Act  of  1917, 
often  involving  the  so-called  "special  assessment"  provisions  under  the  1918  statute. 
This  was  a  sort  of  automatic  aiscretionary  provision  for  tax  relief,  and  a  gold  mine 
for  tax  lawyers. 

Since  those  halcyon  days,  many  changes  have  occurred.  There  were  then  five  law- 
yers in  the  Solicitor  General's  office;  now  there  are  twenty-five.  This  change  in  size 
corresponds  generally  to  the  number  of  cases  on  the  Supreme  Court's  docket.  There 
were  about  a  thousand  cases  submitted  each  year  in  the  early  1930s;  now  there  are 
five  thousand.  But  there  are  other  changes.  Tnere  were  no  computers  in  those  days, 
except  for  the  punched  card  system,  on  which  IBM  was  founded.  But  there  was  no 
use  for  that  in  the  Solicitor  General's  office.  There  was  no  fax,  no  voice  mail,  no 
Xerox.  Long-distance  telephone  calls  were  subject  to  delay.  Your  letter  box  was  not 
packed  with  fancy  mail-order  catalogues  and  charitable  solicitations.  All  official  let- 
ters were  written  on  typewrites,  and  they  clattered  up  and  down  the  hall.  Now,  we 
have  word  processing,  with  interoffice  connections,  and  typewriters  have  virtuedlv 
disappeared.  The  new  word  processors  are  fascinating,  and  frequently  save  much 
time.  They  are  also  intimidating  to  me.  I  decided  a  lew  years  ago  that  I  was  too 
old  to  try  to  learn  how  to  push  aD  the  buttons  in  the  right  order. 

Through  Westlaw  and  Lexis  virtually  any  decision  is  instantly  available,  including 
a  case  decided  only  minutes  ago  by  the  Supreme  Court.  I  grew  up  on  Shepeu-d's  cita- 
tions, and  still  use  the  vsunous  volumes,  hoping  that  they  will  not  be  discontinued. 
Most  of  the  lawyers  in  the  office,  though,  use  Westlaw  or  Lexis  for  searching  cita- 
tions, at  considerable  expense  to  the  clients. 

Why  do  I  mention  these  well-known  facts?  The  reason  is  simply  that  they  parallel 
an  enormous  development  of  the  tax  law  over  the  past  sixty  years,  particularly  in 
the  past  thirty  years.  When  I  started  in  the  tax  field,  the  income  tax  provisions  of 
the  Revenue  Act  of  1932  appeared  in  about  two  hundred  sections.  There  were  not 
many  tax  lawyers  or,  indeed,  not  many  lawyers  who  knew  anything  about  taxes. 
About  forty  lawyers  attended  the  founding  meeting  of  the  Tax  Section  in  1948. 
Short  of  litigation,  most  lawyers  felt  that  this  was  essentially  work  for  accountants, 
and  thus,  from  their  point  of  view,  a  Uttle  beneath  them.  There  are  now  a  number 
of  law  firms  which  specialize  in  taxes,  and  nearly  every  firm  has  a  Tax  Department 
with  a  sizable  number  of  tax  lawyers. 

In  the  early  stages,  the  accounting  firms  and  individual  accountants  eagerly 
sought  tax  business.  In  due  course,  a  considerable  amount  of  friction  developed  be- 
tween the  accountants  and  the  lawyers.  For  a  number  of  years,  I  was  a  member 
of  a  committee  of  the  American  Bar  Association  dealing  with  Relations  between 
Lawyers  and  Accountant,  and  we  met  regularly  with  a  corresponding  committee  of 
the  American  Society  of  Certified  Public  Accountants.  Under  tne  wise  leadership  of 
a  former  President  of  the  American  Bair  Association,  William  J.  Jameson,  we  urged 
that  the  accountant  and  the  lawyers  should  work  together,  leaving  the  bookkeeping, 
auditing,  and  preparation  of  tax  returns  to  the  accountants,  subject  to  their  seeking 
legal  advice  from  lawyers  when  a  significant  legal  question  arose.  After  several 
years  of  active  work,  the  conference  between  the  lawyers  and  the  accountants  dis- 
appeared. 

There  was  smother  important  event  which  occurred  about  forty  years  ago,  and  this 
was  the  rise  of  the  influence  of  a  remarkable  tax  lawyer,  Stanley  S.  Surrey.  I  first 
encountered  Stanley  through  an  article  he  wrote  just  after  graduation  from  the  Co- 
lumbia Law  School  in  1932.  Later,  I  worked  with  him  at  the  Treasury,  and  was 
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much  impressed  by  him.  In  1946,  when  I  became  Dean  of  the  Harvard  Law  School, 
I  wanted  to  bring  Stanley  to  the  Law  School  faculty,  but  no  one  on  the  Appoint- 
ments Committee  knew  him,  and  I  was  not  able  to  get  the  committee  to  make  any 
move.  As  a  result,  I  deliberately  arranged  things  so  that  he  received  an  appointment 
on  the  faculty  of  the  University  of  California  in  Berkeley.  Then,  at  the  annual  meet- 
ing of  the  Association  of  American  Law  Schools,  I  put  on  a  reception  to  which  I  in- 
vited Stanley  (among  others)  and  the  members  of  the  Appointments  Committee. 
When  they  came  to  know  him,  and  saw  some  of  his  work,  they  supported  my  rec- 
ommendation that  he  be  invited  to  join  the  Harvard  facility.  He  arrived  in  Cam- 
bridge in  1950,  and  was  an  active  member  there  until  1981  (except  for  nearly  eight 
years  when  he  served  as  Assistant  Secretary  of  the  Treasury  for  Tax  PoUcy).  One 
aspect  of  these  machinations  of  mine  always  amuses  me.  After  Surrey  was  ap- 
pomted  at  Harvard,  a  faculty  member  at  another  law  school  came  to  me  and  said: 
I  was  surprised  that  you  brought  Surrey  to  the  Hsirvard  faculty.  He  is  your  great- 
est competitor."  I  can  only  say  that  I  never  thought  of  him  as  a  competitor.  I  knew 
him  to  be  a  remarkably  able  tax  lawyer,  with  an  academic  bent  and  talent,  and  I 
knew  that  he  would  be  a  valued  addition  to  the  faculty. 

And  that  he  was.  He  soon  put  out  his  own  casebook,  using  much  more  economics 
material  than  I  had  included  in  my  casebook,  and  developing  many  refinements 
which  I  had  thought  it  better  to  leave  out  of  a  casebook  for  beginners. 

But  that  was  Stanleys  problem.  It  is  the  reason  that  I  mention  him  here.  He  had 
a  remarkable  mind,  whicn  could  penetrate  deeply,  divide  thoughts  into  channels, 
and  then  sub-divide,  and  organize,  and  reorgemize  and  expand  in  precisely  thought 
out  details.  Until  Stanley  became  Assistant  Secretary  of  the  Treasury  for  Tax  Policy, 
the  tax  law  remained  relatively  simple.  We  have  Wilbur  Mills  to  thank  for  much 
of  that.  He  was  one  who  imderstood  the  importance  of  holding  tax  legislation  to  an 
understandable  minimum,  without  expanding  it  into  more  intricate  detail.  But  Stan- 
ley could  see  all  the  problems,  and,  having  seen  them,  he  felt  that  it  was  his  duty 
to  spell  them  out.  Under  his  aegis,  we  began  to  have  sections  of  the  statute  with 
large  numbers  of  sub-sections,  and  sub-sub-sections.  Sometimes  a  single  section 
runs  in  length  to  several  pages.  Many  of  these  provisions  I  find  baffling.  One  con- 
seauence  has  been  that  in  many  law  offices  there  are  specialties  within  the  tax 
field — experts  who  work  only  on  deferred  compensation,  or  on  transfer  pricing,  and 
80  on. 

Stanley  was  not  only  a  remarkable  lawyer,  he  was  also  a  great  teacher.  In  the 
course  of  time,  he  developed  a  large  number  of  devoted  followers,  in  the  Treasury 
Department,  and  on  the  staff  of  the  Joint  Committee.  These  are  the  lawyers  who 
actually  write  most  of  the  statutory  provisions.  (I  often  found  that  very  few  mem- 
bers of  Congress  had  any  idea  of  what  it  was  they  had  passed.)  The  congressional 
committees  would  adopt  proposals  in  rather  general  terms,  often  without  having  any 
specific  draft  before  tnem.  Then,  the  able  young  lawyers  on  the  staffs  would  go  to 
work,  thinking  of  all  the  possibUities,  and  drafting  tne  statutes  in  great  detail.  In 
some  cases,  the  statuary  provision  had  been  "enacted"  before  it  was  drafted.  As  a 
result  we  have  many  highly  intricate,  very  long,  and  complicated  provisions  in  the 
existing  tax  law.  The  booklet  of  instructions  published  by  the  Internal  Revenue 
Service  for  Form  1040  for  1992,  including  its  schedules,  fills  about  eighty-five  8.5 
X  11  pages,  with  three  columns  to  a  page,  of  generally  small  type.  In  addition,  these 
instructions  include  fi^eguent  references  to  other  forms  and  other  instructions,  such 
as  Form  1116  for  the  foreign  tax  credit,  Form  6251,  dealing  with  the  alternative 
minimum  tax,  and  Form  8283,  dealing  with  noncash  charitable  contributions,  each 
with  its  own  set  of  instructions.  I  need  not  go  into  more  minutiae.  You  are  thor- 
oughly familiar  with  all  this.  Many  of  those  who  practice  in  the  tax  field  have  long 
since  been  overwhelmed  by  all  this  detail. 

There  is  another  defect  in  our  tax  system  which  I  find  very  troublesome.  This  is 
the  upside  down  pyramid  which  we  have  for  court  review  of  tax  cases.  Nearly  fifty 
years  ago,  I  wrote  an  article  on  "The  Need  for  a  Court  of  Tax  Appeals,"  57  Harv. 
L.  Rev.  1153  (1944).  As  we  all  know,  most  tax  cases  in  court — about  eighty  per- 
cent— are  heard  in  what  is  now  called  the  United  States  Tax  Court.  Tax  cases  can 
also  be  heard  in  the  United  States  District  Courts,  where  a  jury  trial  is  available, 
and  in  the  United  States  Court  for  Federal  Claims.  After  cases  are  heard  in  the  trial 
courts,  appeals  then  go  to  thirteen  different  courts  of  appeals — the  eleven  United 
States  Courts  of  Appeals,  and  the  Courts  of  Appeals  for  the  District  of  Columbia 
Circuit  and  for  the  Federal  Circuit.  In  the  nature  of  things,  these  courts  of  appeals 
often  reach  conflicting  results,  or  decisions  which  are  hard  to  reconcile.  The  only  re- 
view of  their  decisions  is  on  wholly-discretionary  certiorari  to  the  United  States  Su- 
preme Court.  As  a  result,  there  are  a  number  of  conflicting  decisions.  The  Supreme 
Court  hates  tax  cases,  aind  there  is  often  no  practical  way  to  resolve  such  conflicts. 
There  is  thus  extensive  delay  in  reaching  final  decision  on  tax  questions,  and  this 
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provides  opportunity  for  many  conferences  with  the  Service  and  Chief  Counsel's  Of- 
fice in  other  cases  involving  the  issue. 

My  proposal  was  to  establish  a  single  Federal  Court  of  Tax  Appeals.  We  came 
fairly  close  to  getting  that  result  when  the  Court  of  Appeals  for  the  Federal  Circuit 
was  established  in  1980.  This  would  provide  a  relatively  quick  way  of  reaching  final 
decisions  on  questions  of  constniing  and  applying  the  tax  law.  It  would  not  interfere 
with  jury  trials  which  could  still  be  had  in  the  district  courts.  Nevertheless,  to  my 
re^et,  tne  practicing  bar,  including  the  Tax  Section  of  the  ABA,  has  always  opposed 
this  arrangement.  I  remember  back  to  the  early  days  when  Robert  N.  Miller  was 
the  founding  mover  of  the  Tax  Section,  and  he  quite  definitely  did  not  want  to  have 
any  "specialized"  judges  hearing  tax  cases.  I  can  understand  this  to  some  extent. 
However,  I  have  never  been  able  to  get  over  the  feeling  that  the  real  reason  is  that 
tax  lawyers  find  it  advantageous  to  have  uncertainty  and  delay.  As  long  as  there 
is  a  conflict  of  decisions,  tax  cases  can  be  settled  for  an  appreciable  savings,  even 
when  it  is  tolerably  clear  that  the  eventual  decision  would  be  in  favor  of  the  govern- 
ment. It  is  equally  true  that  the  same  thing  operates  in  reverse.  Even  though  the 
taxpayer's  position  is  very  strong,  the  government  representative  may  hold  out  for 
the  purpose  of  inducing  a  settlement  for  less  than  the  case  is  really  worth.  Settling 
such  a  case  at  a  discount  may  be  cheaper  than  going  ahead  and  paying  the  costs 
of  trial  and  further  appeal.  It's  like  settling  tort  cases. 

It  is  not  too  late  for  the  Tax  Section  to  recognize  its  responsibility  in  this  area, 
and  to  help  to  promote  a  system  that  will  bring  about  speedier,  final  resolution  of 
tax  issues.  This,  in  my  view,  is  really  required  by  our  obligation  to  help  to  provide 
a  system  of  tax  review  which  actually  works  effectively.  This  is  in  no  sense  incon- 
sistent with  our  duties  to  our  clients.  In  this  connection,  I  may  call  to  mind  the  ex- 
ample of  Randolph  E.  Paul,  one  of  the  early  giants  in  the  tax  field,  who  had  a  re- 
markable capacity  to  represent  chents  effectively  while,  at  the  same  time,  maintain- 
ing his  independence  oi  view  regarding  the  terms  of  the  tax  statute  and  a  system 
for  resolving  tax  controversies. 

In  recent  years,  there  have  been  new  developments  in  the  organization  of  the  pro- 
fession. Law  firms  have  grown  greatly  in  size,  and  so  have  accounting  firms.  There 
is,  I  think,  some  risk  that  the  old  controversies  between  lawyers  and  accountants 
may  be  arising  again.  There  are  accounting  firms  which  have  a  hundred  tax  lawyers 
on  their  staff  in  a  single  city,  and  the  number  of  lawyers  working  directly  for  ac- 
counting firms  today  must  be  ten  to  twenty  times  what  it  was  when  the  earlier  con- 
troversies, based  on  "unlawfiil  m-actice  of  law,"  were  current.  These  lawyers  are  not 
representing  their  own  clients.  They  are  representing  clients  of  the  accounting  firm. 
In  so  far  as  the  questions  are  truly  ones  of  accounting,  there  is  no  problem.  But, 
very  often,  the  essential  question  is  one  of  the  construction  of  the  tax  statute,  or 
of  the  evaluation  of  the  legaUty  of  certain  courses  of  conduct.  This  gets  into  a  trou- 
blesome zone.  Most  law  firms  have  good  relations  with  the  local  accounting  firms, 
and  many  of  these  problems  can  be  worked  out  with  thought  and  care  on  both  sides. 
I  get  the  sense,  though,  that  these  problems  are  increasing,  not  only  in  number,  but 
also  in  the  legal  complexity  of  the  issues  involved.  This  may  be  a  problem  to  which 
attention  should  be  directed. 

On  the  other  hand,  there  is  a  countervailing  problem.  In  recent  years,  there  has 
been  some  movement  towards  establishing  what  might  be  called  the  "full  service 
law  firm."  What  this  usually  involves  is  the  creation  by  a  law  firm  of  one  or  more 
subsidiaries.  Thus,  there  is  an  accounting  subsidiary,  a  real  estate  subsidiary,  a  fi- 
nancing subsidiary,  a  public  relations  subsidiary,  a  lobbying  subsidiary,  and  so  on. 
The  American  Bar  Association  has  found  it  difficult  to  come  to  a  resolution  of  this 
issue.  These  subsidiaries  are,  in  practical  effect,  funnels  for  attracting  law  business 
to  the  law  firms.  That,  plus  increasing  revenue  for  the  controlling  firm's  partners, 
is  indeed  their  primary  purpose.  It  may  well  be  that  we  will  soon  find  ourselves  in 
a  situation  where  the  accounting  firms,  not  to  mention  real  estate  firms,  banks,  and 
others,  will  have  legitimate  complaints  that  the  law  firms  are  covering  the  market- 
place and  siphoning  off  work  which  is  appropriately  the  field  of  other  professionals 
or  businesses. 

The  real  problem,  I  think,  is  the  nature  of  what  a  law  firm  should  be.  Is  it  a  busi- 
ness, where  conglomerates  are  not  uncommon,  or  is  it  truly  a  profession — in  Pound's 
words,  "the  public  profession  of  the  law?"  For  five  or  six  centuries,  up  to  now,  it 
has  been  proudly  a  profession,  accepting  many  sorts  of  responsibilities,  as  well  as 

f)roviding  strictly  legal  services,  in  and  out  of  court.  The  fact  that  the  practice  of 
aw  is  a  profession,  not  a  business,  is  a  attraction  which  leads  many  young  people 
to  the  study  of  law,  and  which  gives  them  a  strong  sense  of  pride  in  their  law  prac- 
tice, a  feeling  that  what  they  are  doing  is  a  true  public  service,  even  though  it  is 
a  way  of  making  a  living.  Using  the  profession  to  support  oneself  and  one's  family 
is  surely  laudable.  Using  it  to  make  "nig  money"  raises  fundamental  questions.  The 


46 

wrong  decision  on  this  matter  may  have  severe  impact  on  the  profession  as  it  has 
long  existed,  and  as  it  stood  when  we  accepted  membership  in  it.  It  is  my  fervent 
hope  that  these  problems  will  be  squarely  faced  by  tax  lawyers  and  other  lawyers 
of  today,  and  that  we  will  continue  to  think  of  law  practice  as  a  field  of  public  serv- 
ice with  edl  the  opportunities  and  satisfactions  which  are  inherent  in  the  practice 
of  law. 

I  have  one  further  point,  which  is  a  major  one.  It  can  be  put  concisely:  the  present 
tax  law  has  spun  out  complications  to  the  extent  that  it  is  tnily  monstrous.  In  my 
view,  something  must  be  done  about  it.  I  have  already  referred  to  the  complexity 
of  the  statute,  to  the  numerous  forms  which  the  IRS  necessarily  requires,  and  the 
pages  and  pages  of  instructions  which  represent  a  valiant  effort  to  clarify  the  situa- 
tion. But  we  have  already  gone  too  far. 

Just  to  use  myself  as  an  example,  my  wife  is  disabled,  and,  as  we  advance  in 
years,  we  need  am  increasing  amount  of  household  help  for  her  assistance.  One  re- 
sult of  this  is  that  I  have  to  keep  the  appropriate  records  week  by  week  and  file 
quarterly  social  security  tax  reports.  The  final  report  must  be  sent  to  two  different 
offices,  the  t£ix  report  to  Philadelphia,  and  the  report  on  names  and  social  security 
numbers  to  the  Social  Security  Administration  in  Santa  Fe,  New  Mexico.  Then,  I 
must  prepare  several  copies  of  a  Form  W-2  for  each  employee.  The  form  contaixis 
twenty-nine  boxes  and  some  of  the  instructions  which  accompany  it  are  incompre- 
hensible to  me.  I  must  get  a  covering  W-3  form.  In  addition,  I  have  one  person  who 
assists  me  with  professional  work.  This  requires  the  preparation  of  several  copies 
of  a  Form  1099,  which  must  be  sent  to  the  IRS  with  a  covering  Form  1096.  Then, 
I  have  to  prepare  quarterly  unemployment  tax  reports  to  the  District  of  Columbia, 
and  also  similar  reports  to  Massachusetts,  since  one  of  the  employees  works  there. 
And  finally,  I  have  to  prepare  and  file  a  federal  unemployment  tax  return  with  pay- 
ment. All  in  all,  I  figure  that  these  reports  involve  some  forty  to  fifty  pieces  of 
paper,  filed  in  five  separate  offices. 

After  this  is  done,  I  have  to  prepare  my  Form  1040  and  also  a  form  for  the  Dis- 
trict of  Columbia  income  tax.  (Previously,  I  have  also  had  to  file  income  tax  returns 
in  California,  Massachusetts,  New  York,  and  France,  but  my  retirement  has  elimi- 
nated the  need  for  returns  in  CaMfomia,  New  York  and  France.  And  I  recently 
changed  my  domicile  fi'om  Massachusetts  to  the  District  of  Columbia.  So  I  no  longer 
need  to  file  a  Massachusetts  income  tax  return,  with  some  complicated  provisions, 
including  the  credit  for  taxes  paid  elsewhere.) 

So  now,  I  have  the  January  papers  done,  consuming  many  hovirs  of  time,  but  the 
Form  1040  and  the  D.C.  form  lie  ahead.  I  know  from  past  experience  that  the  Form 
1040  will  fill  twenty  or  more  pages,  with  further  schedules,  and  will  weigh  about 
a  quarter  of  a  pound  when  I  come  to  mail  it.  My  problem  is  partly  due  to  the  fact 
that  I  have  always  made  out  my  own  tax  retxims.  I  started  this  years  ago,  when 
I  figured  that,  as  a  tax  professor,  I  ought  to  be  able  to  make  out  my  tax  return. 
Even  if  I  had  an  accountant  do  it,  I  find  it  hard  to  see  that  it  would  save  much 
time,  because  it  would  take  a  great  deal  of  time  to  compile  the  basic  figures,  and 
to  explain  to  the  accounting  professional  the  relevant  details  of  my  situation.  A  fur- 
ther fact  is  that  I  have  always  included  a  complete  list  of  charitable  contributions 
as  a  supplement  to  Schedule  A,  and  an  item-by-item  list  of  dividends  received  in 
a  supplement  to  Schedule  B.  My  chief  motivation  for  this  is  to  be  sure  that  I  get 
the  figures  right,  with  the  further  thought  that  when  my  return  is  compsired  with 
the  reports  which  the  IRS  receives,  the  impression  may  be  created  that  the  return 
was  carefully  and  accurately  prepared,  ana  I  would  have  fewer  problems  with  the 
tax  officials.  As  a  practical  matter,  this  has  worked  out  over  the  years. 

Although  I  have  not  kept  precise  time  figures,  my  best  estimate  is  that  the  prepa- 
ration of  my  Form  1040,  and  my  D.C.  income  tax  return,  occupies  a  hundred  nours. 
I  used  to  type  it,  but  now  I  fill  it  out  in  long-hand,  and  make  Xerox  copies  for  my 
own  files. 

Now  I  am  just  a  simple  retired  law  professor.  There  must  be  thousand  of  others 
who  encounter  similar  problems  of  preparation.  Even  where  the  taxpayer  is  sensible 
enough  to  have  his  returns  prepared  by  an  accountant,  the  expense  must  be  consid- 
erable, including  the  expense  of  advising  the  accountant,  and  consultations  with 
him. 

Similarly,  the  expense  to  business  corporations  in  handling  their  taxes  must  be 
enormous.  They  have  to  prepare  five  copies  of  a  1099  for  each  stockholder,  and  cover 
the  cost  of  mailing.  Even  with  sophisticated  business  machines  (which  are  expen- 
sive), it  is  a  considerable  task  to  compile  this  information.  Then,  on  their  own  re- 
turns, there  is  great  expense  in  accumulating  the  data,  even  with  modem  comput- 
ers, and  in  handling  all  of  the  accovmting  and  legal  problems  which  arise  in  prepar- 
ing the  return,  and  after  it  has  been  filed. 
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I  need  not  go  into  this  further.  You  are  all  familiar  with  it.  The  net  result,  in  my 
view,  is  that  our  present  tax  system,  which  worked  very  well  during  the  fu-st  third 
of  this  century,  and  struggled  along  during  the  second  third  of  the  century,  has  now 
come  to  the  place  where  it  is  simply  monstrous.  We  would  never  accept  it  if  it  had 
not  just  crept  up  on  us,  if  the  tax  lawyers  had  not  done  their  ingeniously  intricate 
job.  Something  nas  to  be  done  about  it.  It  will  be  very  hard  to  do.  I  do  not  have 
any  very  good  suggestions. 

There  is  much  talk  about  a  value-added  tax — or,  what  amounts  to  about  the  same 
thing,  a  consumption  tax.  The  difficulty  with  this  is  that  it  is  highly  regressive,  and 
we  need  a  system  which  is  much  less  regressive  than  our  present  system  is.  Those 
who  have  worked  on  this  problem  sav  that  a  value-added  tax  can  be  devised  which 
is  not  regressive.  It  is  my  fear,  though,  that  once  we  start  down  the  road  of  devising 
means  which  will  modify  the  tax  for  persons  of  small  incomes,  we  will  be  beginning 
the  process  which  has  led  us  to  the  present  crisis  under  the  income  tax,  which  has 
grown  out  of  the  simple  scheme  which  started  in  1913.  All  that  I  can  say  now  is 
that  I  think  that  this  is  a  major  problem.  I  hope  that  competent  tax  lawvers,  such 
as  the  members  of  this  College,  will  play  a  useful  and  important  role  in  helping  to 
solve  it. 

With  that,  I  have  hit  some  high  points.  It  will  be  hard  to  bring  about  changes, 
but  it  is  my  earnest  hope  that  tax  lawyers  will  join  in  leading  the  way. 
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Sr4Ti  or  TtXA8 

Orrici  at  thi  Goviinoi 

AUITIN,  TiXAi  78711 

September  2S,  199S 


Tbe  Honorable  Daniel  Patrick  MoTnihan 

Chairman 

Senai«  Coaunioec  on  ruiaoce 

209  Oirksen  Senate  Office  BdUinf 

Waahingcoo,  0.C  20510 

Dear  Mr.  Chainsan: 

Fen  writing  to  exproa  my  suppon  &r  Dr.  SMriey  S.  Outer*!  nomiaatioo  to 

woman  or  high  Integrity  and  is  a  good  (Hend  and  coUeanie. 

I  Bni  became  aware  of  Dr.  Chater't  tremendoua  leadenhip  abilldes  throagfa 
her  reputation  a*  an  innoTidfe  adminiitrator  of  two  higher  educadoa  insdtudoaSi 
Texaa  Woman's  Uiil\mit7  and  the  Unhenlty  of  CalUbrnia,  Sao  Prandsco. 

Serring  aa  Presideut  oTTexas  Woman'*  UniTctiity  since  1986,  Dr.  Chater  has 
brought  nability  u  the  unirenity  wfaUe  overcoming  mugh  budget  ooostrainls  and  a 
-  tignificant  increase  In  populadoo.  In  thb  capacity,  ibe  baa  ovcriccn  a  catnpus 
academic  reorganizatiofi.  Initiated  a  uniTcnity-wide  himan  relations  program 
welcoming  dhvvtiity,  promoted  &culty  ravematice  and  peer  reriew,  and  represented 
the  onlvenliy  m  Icgiilaton  in  Anadn.  She  has  roccaaAiUy  maintained  the  unirenity'a 
autonomy  wshio  higher  education  in  Texas. 

Knowinff  of  Dr.  Oiater's  seasoned  administiative  and  itianagement  ildUa  and 
her  ooiuiderabTe  cootributiona  m  Teacas  higber  ethicaiion,  I  appointed  her  o  Chair 
ttie  Texas  Health  Policy  Tkak  Force.  From  November  1991  to  January  1993,  Dr. 
Chaier  excelled  In  her  role  by  utxiiztng  bold  leadenliip  tklDa  to  complete  a  let  of 
rrmmmi-nAmt\r^f^  t0  rnaJie  health  care  aSbrdahle  and  aceeauble  0  ail  Texana.  This 
was  not  an  easy  taslc  aa  Or.  Chater  had  to  preside  orer  a  group  of  twentr-oine  State 
Legislators  and  memben  from  the  general  pubUc  that  had  (fiverae  priondes  and  ideas. 
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Upon  compicdoo  of  (he  rrroouoenduiem.  Dr.  Qutrr  maad  m  ttM  fat«^l 
ipokapenon  to  cduczie  the  public  while  icsdfyin|  befiare  the  IcfUljnire  to  pcnvude 
punge  of  its  mun  trainti.    Uinj  of  the  rcaxnmenditioni  have  been  enacml  and 
othert  rwak  ImplcracnLaiion  pending  acbon  on  nadooal  beaJih  cir«  re&rm. 

Given  her  exocpQoniJ  tnznagemem  and  leadenhip  ikilli.  I  itronffiy  bdterc  that 
Or.  Chncr  oo(  only  hai  the  abUity  u>  nckle  the  proCoood  chailenfa  bobrc  our 
rudon i  Sodil  Security  lyiion.  but  will  honor  la  in  doing  jo. 


ANN  W.  RICHAR 
Governor 


o 


BOSTON  PUBLIC  LIBRARY 


3  9999  05982  354  0 


ISBN   0-16-043459-9 


9  780160"434594 


90000 


